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Pursuant to a requestPursuant to a requestPursuant to a requestPursuant to a request    fromfromfromfrom    thethethethe    StateStateStateState    AgencyAgencyAgencyAgency    onononon    AgingAgingAgingAging    (SAOA) to the Legislative Finance(SAOA) to the Legislative Finance(SAOA) to the Legislative Finance(SAOA) to the Legislative Finance
Committee,Committee,Committee,Committee,    thethethethe    PerformancePerformancePerformancePerformance    AuditAuditAuditAudit    teamteamteamteam    conductedconductedconductedconducted    aaaa    limitedlimitedlimitedlimited    reviewreviewreviewreview    ofofofof    thethethethe    SouthwesternSouthwesternSouthwesternSouthwestern
NewNewNewNew    MexicoMexicoMexicoMexico    AreaAreaAreaArea    AgencyAgencyAgencyAgency    oooon Aging (Area Agency) internal controls, purchase of land,n Aging (Area Agency) internal controls, purchase of land,n Aging (Area Agency) internal controls, purchase of land,n Aging (Area Agency) internal controls, purchase of land,
constructionconstructionconstructionconstruction    ofofofof    aaaa    building,building,building,building,    fundfundfundfund    balancebalancebalancebalance    disposition,disposition,disposition,disposition,    andandandand    compliancecompliancecompliancecompliance    withwithwithwith    relevantrelevantrelevantrelevant    BoardBoardBoardBoard
policies. policies. policies. policies. 

The following concerns were noted:The following concerns were noted:The following concerns were noted:The following concerns were noted:

���� TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    isisisis    aaaa    smallsmallsmallsmall    organizationorganizationorganizationorganization    that consists of six employees and threethat consists of six employees and threethat consists of six employees and threethat consists of six employees and three
part-timepart-timepart-timepart-time    volunteers.volunteers.volunteers.volunteers.  The executive director and deputy director (management) are  The executive director and deputy director (management) are  The executive director and deputy director (management) are  The executive director and deputy director (management) are
husbandhusbandhusbandhusband    andandandand    wife;wife;wife;wife;    andandandand    inininin    aaaa    smallsmallsmallsmall    organization,organization,organization,organization,    thisthisthisthis    cancancancan    createcreatecreatecreate    anananan    inherentinherentinherentinherent    internalinternalinternalinternal
controlcontrolcontrolcontrol    weaknessesweaknessesweaknessesweaknesses    suchsuchsuchsuch as a breakdown in detecting errors and irregularities; as a breakdown in detecting errors and irregularities; as a breakdown in detecting errors and irregularities; as a breakdown in detecting errors and irregularities;
possiblepossiblepossiblepossible    abuseabuseabuseabuse    ofofofof    authorityauthorityauthorityauthority    inininin    usageusageusageusage    ofofofof    telephonetelephonetelephonetelephone, vehicle, annual and sick leave; and, vehicle, annual and sick leave; and, vehicle, annual and sick leave; and, vehicle, annual and sick leave; and
appearanceappearanceappearanceappearance    ofofofof providing favorable treatment to certain employees which usually providing favorable treatment to certain employees which usually providing favorable treatment to certain employees which usually providing favorable treatment to certain employees which usually
result in poor staff moral, etc.result in poor staff moral, etc.result in poor staff moral, etc.result in poor staff moral, etc.

���� TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    diddiddiddid    notnotnotnot    followfollowfollowfollow    itsitsitsits    procurementprocurementprocurementprocurement    policiespoliciespoliciespolicies    nornornornor    thethethethe    StateStateStateState    ProcurementProcurementProcurementProcurement
CodeCodeCodeCode    inininin    thethethethe    purchasepurchasepurchasepurchase    ofofofof    thethethethe    lllland, building furnishings, building construction, andand, building furnishings, building construction, andand, building furnishings, building construction, andand, building furnishings, building construction, and
realtorrealtorrealtorrealtor    agentagentagentagent    services.services.services.services.  Also, flow-through monies designated for service providers  Also, flow-through monies designated for service providers  Also, flow-through monies designated for service providers  Also, flow-through monies designated for service providers
werewerewerewere    usedusedusedused    bybybyby    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    ffffor building construction.  The following should beor building construction.  The following should beor building construction.  The following should beor building construction.  The following should be
noted:noted:noted:noted:

a)a)a)a)  the land and building costs increased from $150,000. estimate as of August 15, 1996  the land and building costs increased from $150,000. estimate as of August 15, 1996  the land and building costs increased from $150,000. estimate as of August 15, 1996  the land and building costs increased from $150,000. estimate as of August 15, 1996
totototo       $178,895. which may be attributed to the lack of competitive procurement       $178,895. which may be attributed to the lack of competitive procurement       $178,895. which may be attributed to the lack of competitive procurement       $178,895. which may be attributed to the lack of competitive procurement
process.process.process.process.

b)b)b)b)  the Area Agency used $120,000 from the fiduciary funds to pay for construction-in-  the Area Agency used $120,000 from the fiduciary funds to pay for construction-in-  the Area Agency used $120,000 from the fiduciary funds to pay for construction-in-  the Area Agency used $120,000 from the fiduciary funds to pay for construction-in-
      progress.      progress.      progress.      progress.

c)c)c)c)  the realty consultants were paid $7,200 commission on the construction project.  the realty consultants were paid $7,200 commission on the construction project.  the realty consultants were paid $7,200 commission on the construction project.  the realty consultants were paid $7,200 commission on the construction project.
      However, it is unusual to hire and pay a commission to a real estate agent on a      However, it is unusual to hire and pay a commission to a real estate agent on a      However, it is unusual to hire and pay a commission to a real estate agent on a      However, it is unusual to hire and pay a commission to a real estate agent on a
       construction project.       construction project.       construction project.       construction project.

���� TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    issues,issues,issues,issues,  such as build up of interest amounts due the state, a 360  such as build up of interest amounts due the state, a 360  such as build up of interest amounts due the state, a 360  such as build up of interest amounts due the state, a 360
percentpercentpercentpercent    increaseincreaseincreaseincrease    inininin    rentalrentalrentalrental    expenseexpenseexpenseexpense    budgetbudgetbudgetbudget    requestrequestrequestrequest    andandandand    cashcashcashcash    buildbuildbuildbuild    upupupup    inininin    thethethethe    fiduciaryfiduciaryfiduciaryfiduciary
(agency)(agency)(agency)(agency)    fund,fund,fund,fund,    etc.etc.etc.etc.    couldcouldcouldcould    havehavehavehave    beenbeenbeenbeen    preventedpreventedpreventedprevented    andandandand    resolvedresolvedresolvedresolved    bbbby SAOA throughy SAOA throughy SAOA throughy SAOA through
monitoringmonitoringmonitoringmonitoring    andandandand    reviewreviewreviewreview    processes.  This is indicative that theprocesses.  This is indicative that theprocesses.  This is indicative that theprocesses.  This is indicative that the    SAOASAOASAOASAOA    oversightoversightoversightoversight    waswaswaswas
inadequate.inadequate.inadequate.inadequate.

���� TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    fundfundfundfund    balancebalancebalancebalance    hashashashas    beenbeenbeenbeen    incorrectlyincorrectlyincorrectlyincorrectly    calculated,calculated,calculated,calculated,    thethethethe    properproperproperproper
restatementrestatementrestatementrestatement    ofofofof    fundfundfundfund    balancebalancebalancebalance    suggestssuggestssuggestssuggests    thatthatthatthat the Area Agency may have severe the Area Agency may have severe the Area Agency may have severe the Area Agency may have severe
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financial problems.financial problems.financial problems.financial problems.

���� TheTheTheThe    AAAArea Agency does not have surety bond coverage as required by Board policy 4.04.rea Agency does not have surety bond coverage as required by Board policy 4.04.rea Agency does not have surety bond coverage as required by Board policy 4.04.rea Agency does not have surety bond coverage as required by Board policy 4.04.
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RecommendationsRecommendationsRecommendationsRecommendations

���� TheTheTheThe    SAOASAOASAOASAOA review and closely monitor the operations of the Area Agency on a regular review and closely monitor the operations of the Area Agency on a regular review and closely monitor the operations of the Area Agency on a regular review and closely monitor the operations of the Area Agency on a regular
basisbasisbasisbasis    andandandand    implementimplementimplementimplement    stringentstringentstringentstringent    controlcontrolcontrolcontrol    proproproprocedures due to the relationship of thecedures due to the relationship of thecedures due to the relationship of thecedures due to the relationship of the
executive director and deputy director.executive director and deputy director.executive director and deputy director.executive director and deputy director.

���� The Area Agency follow its procurement policies and the StateThe Area Agency follow its procurement policies and the StateThe Area Agency follow its procurement policies and the StateThe Area Agency follow its procurement policies and the State    Procurement CodeProcurement CodeProcurement CodeProcurement Code
andandandand    maintainmaintainmaintainmaintain    adequateadequateadequateadequate    supportingsupportingsupportingsupporting    documentationdocumentationdocumentationdocumentation    forforforfor    allallallall    purchases.purchases.purchases.purchases.  Flow-through  Flow-through  Flow-through  Flow-through
moniesmoniesmoniesmonies    shouldshouldshouldshould    bebebebe    usedusedusedused    forforforfor    intendedintendedintendedintended    purposes.purposes.purposes.purposes.  Except for the initial payment each  Except for the initial payment each  Except for the initial payment each  Except for the initial payment each
fiscalfiscalfiscalfiscal    yearyearyearyear    thethethethe Area Agency is on a cost reimbursement basis for funds received from Area Agency is on a cost reimbursement basis for funds received from Area Agency is on a cost reimbursement basis for funds received from Area Agency is on a cost reimbursement basis for funds received from
SAOA,SAOA,SAOA,SAOA,    itititit    shouldshouldshouldshould    notnotnotnot    drawdrawdrawdraw    downdowndowndown    excessexcessexcessexcess    funds.funds.funds.funds.  The SAOA needs to determine if land  The SAOA needs to determine if land  The SAOA needs to determine if land  The SAOA needs to determine if land
andandandand    buildingbuildingbuildingbuilding    costscostscostscosts    areareareare    reasonablereasonablereasonablereasonable    andandandand    allowable.allowable.allowable.allowable.  The SAOA refer procurement code  The SAOA refer procurement code  The SAOA refer procurement code  The SAOA refer procurement code
violationviolationviolationviolation    totototo    thethethethe    districtdistrictdistrictdistrict    attorneyattorneyattorneyattorney    and/orand/orand/orand/or    federalfederalfederalfederal    authorityauthorityauthorityauthority    forforforfor    furtherfurtherfurtherfurther    investigation.investigation.investigation.investigation.

���� TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    needsneedsneedsneeds    totototo    recalculaterecalculaterecalculaterecalculate    itsitsitsits    fundfundfundfund    balance.balance.balance.balance.  The fund balance should only  The fund balance should only  The fund balance should only  The fund balance should only
consistconsistconsistconsist    ofofofof    donationsdonationsdonationsdonations    andandandand    interestinterestinterestinterest    incomeincomeincomeincome    earnedearnedearnedearned    onononon    thethethethe    donations.donations.donations.donations.  Program income  Program income  Program income  Program income
shouldshouldshouldshould    bebebebe    recognizedrecognizedrecognizedrecognized    asasasas    aaaa    reductionreductionreductionreduction    ofofofof    expendituresexpendituresexpendituresexpenditures    andandandand    surplussurplussurplussurplus    fundsfundsfundsfunds    bebebebe    refundedrefundedrefundedrefunded
back to the grantor.back to the grantor.back to the grantor.back to the grantor.

���� TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    shouldshouldshouldshould    complycomplycomplycomply    withwithwithwith    itsitsitsits    ownownownown    policypolicypolicypolicy    onononon    suretysuretysuretysurety    bondbondbondbond    coveragecoveragecoveragecoverage    forforforfor  its  its  its  its
Officers and  Board of Directors.Officers and  Board of Directors.Officers and  Board of Directors.Officers and  Board of Directors.

ConclusionConclusionConclusionConclusion

The SAOA needs to increase its oversight responsibility to ensure that area agenciesThe SAOA needs to increase its oversight responsibility to ensure that area agenciesThe SAOA needs to increase its oversight responsibility to ensure that area agenciesThe SAOA needs to increase its oversight responsibility to ensure that area agencies
complycomplycomplycomply    withwithwithwith    federalfederalfederalfederal    andandandand    statestatestatestate    laws,laws,laws,laws, rules and regulations, and contract terms. rules and regulations, and contract terms. rules and regulations, and contract terms. rules and regulations, and contract terms.
IncreasedIncreasedIncreasedIncreased    monitoringmonitoringmonitoringmonitoring    willwillwillwill    lessenlessenlessenlessen    disputesdisputesdisputesdisputes    overoveroverover    appropriatenessappropriatenessappropriatenessappropriateness    ofofofof    programprogramprogramprogram    costs.costs.costs.costs.
TheTheTheThe    majoritymajoritymajoritymajority    ofofofof    findingsfindingsfindingsfindings    identifiedidentifiedidentifiedidentified    inininin    thethethethe    SAOASAOASAOASAOA    assessmentassessmentassessmentassessment    reportreportreportreport    dateddateddateddated    AugustAugustAugustAugust    12,12,12,12,
1997,1997,1997,1997,    werewerewerewere    substantiatedsubstantiatedsubstantiatedsubstantiated    andandandand    asasasas    aaaa    resultresultresultresult    thethethethe    SAOASAOASAOASAOA    mustmustmustmust    scrutinizescrutinizescrutinizescrutinize    decisionsdecisionsdecisionsdecisions    andandandand
transactionstransactionstransactionstransactions    ofofofof    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    untiluntiluntiluntil    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    addressesaddressesaddressesaddresses    issuesissuesissuesissues    identified.identified.identified.identified.
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Background InformationBackground InformationBackground InformationBackground Information

TheTheTheThe    OlderOlderOlderOlder    AmericansAmericansAmericansAmericans    ActActActAct    ofofofof    1965196519651965    requiresrequiresrequiresrequires    thatthatthatthat    inininin    orderorderorderorder    forforforfor a state to be eligible to a state to be eligible to a state to be eligible to a state to be eligible to
participateparticipateparticipateparticipate    inininin    programsprogramsprogramsprograms    ofofofof    grantsgrantsgrantsgrants    totototo    statesstatesstatesstates    fromfromfromfrom    allotmentsallotmentsallotmentsallotments    underunderunderunder    thethethethe    titletitletitletitle    IIIIIIIIIIII    grants,grants,grants,grants,    thethethethe
statestatestatestate    shall,shall,shall,shall,    inininin    accordaccordaccordaccordance with regulations of  the Federal Commissioner for Administrationance with regulations of  the Federal Commissioner for Administrationance with regulations of  the Federal Commissioner for Administrationance with regulations of  the Federal Commissioner for Administration
on Aging, designate a state agency as the sole state Agency to:on Aging, designate a state agency as the sole state Agency to:on Aging, designate a state agency as the sole state Agency to:on Aging, designate a state agency as the sole state Agency to:

    A.    A.    A.    A. develop a state plan to be submitted to the Commissioner for approval;develop a state plan to be submitted to the Commissioner for approval;develop a state plan to be submitted to the Commissioner for approval;develop a state plan to be submitted to the Commissioner for approval;

    B.    B.    B.    B. administer the state plan within such state;administer the state plan within such state;administer the state plan within such state;administer the state plan within such state;

    C.    C.    C.    C. be primarily responsible for the planning, policy development,be primarily responsible for the planning, policy development,be primarily responsible for the planning, policy development,be primarily responsible for the planning, policy development,
administration,administration,administration,administration,    coordination,coordination,coordination,coordination,    prioritypriorityprioritypriority    setting,setting,setting,setting,    andandandand    evaluationevaluationevaluationevaluation    fofofofor all stater all stater all stater all state
activities related to the objectives of this Act;activities related to the objectives of this Act;activities related to the objectives of this Act;activities related to the objectives of this Act;

    D.    D.    D.    D. serveserveserveserve    asasasas    anananan    effectiveeffectiveeffectiveeffective    andandandand    visiblevisiblevisiblevisible    advocateadvocateadvocateadvocate    forforforfor    olderolderolderolder    individualsindividualsindividualsindividuals    bybybyby    reviewingreviewingreviewingreviewing
and commenting upon all state plans, budgets, and policies which affect olderand commenting upon all state plans, budgets, and policies which affect olderand commenting upon all state plans, budgets, and policies which affect olderand commenting upon all state plans, budgets, and policies which affect older
individualsindividualsindividualsindividuals    andandandand    providingprovidingprovidingproviding    technicaltechnicaltechnicaltechnical    assistanceassistanceassistanceassistance    totototo    anyanyanyany    agency,agency,agency,agency,    organization,organization,organization,organization,
association, or individual representing the needs of older individuals; andassociation, or individual representing the needs of older individuals; andassociation, or individual representing the needs of older individuals; andassociation, or individual representing the needs of older individuals; and

    E.    E.    E.    E. divide the state into distinct planning and service areas after considering thedivide the state into distinct planning and service areas after considering thedivide the state into distinct planning and service areas after considering thedivide the state into distinct planning and service areas after considering the
geographicalgeographicalgeographicalgeographical    distributiondistributiondistributiondistribution    ofofofof    olderolderolderolder    individualsindividualsindividualsindividuals    inininin    thethethethe    state;state;state;state;    thethethethe    incidenceincidenceincidenceincidence    ofofofof
thethethethe    needneedneedneed    forforforfor supportive services, nutrition services, multipurpose senior supportive services, nutrition services, multipurpose senior supportive services, nutrition services, multipurpose senior supportive services, nutrition services, multipurpose senior
centers,centers,centers,centers,    andandandand    legallegallegallegal    assistance,assistance,assistance,assistance,    andandandand    thethethethe    distributiondistributiondistributiondistribution    ofofofof    olderolderolderolder    individualsindividualsindividualsindividuals    whowhowhowho
havehavehavehave    greatestgreatestgreatestgreatest    economiceconomiceconomiceconomic    need.need.need.need.  The state agency shall designate in such area,  The state agency shall designate in such area,  The state agency shall designate in such area,  The state agency shall designate in such area,
aaaa    publicpublicpublicpublic    orororor    privateprivateprivateprivate    nonprofitnonprofitnonprofitnonprofit    agencyagencyagencyagency    orororor    organizationorganizationorganizationorganization    asasasas    thethethethe    areaareaareaarea    agencyagencyagencyagency    onononon
aging for such area.aging for such area.aging for such area.aging for such area.

TheTheTheThe    AdministraAdministraAdministraAdministration on Aging within the Federal Department of Health and Human Services,tion on Aging within the Federal Department of Health and Human Services,tion on Aging within the Federal Department of Health and Human Services,tion on Aging within the Federal Department of Health and Human Services,
hashashashas    beenbeenbeenbeen    createdcreatedcreatedcreated    totototo    provideprovideprovideprovide    assistanceassistanceassistanceassistance    inininin    thethethethe    developmentdevelopmentdevelopmentdevelopment    ofofofof    newnewnewnew    orororor    improvedimprovedimprovedimproved    programsprogramsprogramsprograms    totototo
helphelphelphelp    olderolderolderolder    personspersonspersonspersons    throughthroughthroughthrough    grantsgrantsgrantsgrants    totototo    thethethethe    statesstatesstatesstates    forforforfor    communitycommunitycommunitycommunity    planningplanningplanningplanning    andandandand    servicesservicesservicesservices    andandandand
for training through research, development, and training project grants.for training through research, development, and training project grants.for training through research, development, and training project grants.for training through research, development, and training project grants.

The StateThe StateThe StateThe State    AgencyAgencyAgencyAgency    onononon    AgingAgingAgingAging    ActActActAct    isisisis    containedcontainedcontainedcontained    in Sections 28-4-1 through 28-4-9 NMSA 1978.in Sections 28-4-1 through 28-4-9 NMSA 1978.in Sections 28-4-1 through 28-4-9 NMSA 1978.in Sections 28-4-1 through 28-4-9 NMSA 1978.
SectionSectionSectionSection    28-4-428-4-428-4-428-4-4    NMSANMSANMSANMSA    1978,1978,1978,1978,    createcreatecreatecreates the State Agency on Aging which is administrativelys the State Agency on Aging which is administrativelys the State Agency on Aging which is administrativelys the State Agency on Aging which is administratively
attachedattachedattachedattached    totototo    thethethethe    HumanHumanHumanHuman    ServicesServicesServicesServices    Department.Department.Department.Department.  The administrative head of the agency is the  The administrative head of the agency is the  The administrative head of the agency is the  The administrative head of the agency is the
Director,Director,Director,Director,    whowhowhowho    isisisis    appointedappointedappointedappointed    bybybyby    andandandand    servesservesservesserves    atatatat    thethethethe    pleasurepleasurepleasurepleasure    ofofofof    thethethethe    governor.governor.governor.governor.  The State Agency  The State Agency  The State Agency  The State Agency
oooon Aging is designated as the state agency for handling all programs of the federaln Aging is designated as the state agency for handling all programs of the federaln Aging is designated as the state agency for handling all programs of the federaln Aging is designated as the state agency for handling all programs of the federal
government related to the aged,government related to the aged,government related to the aged,government related to the aged,    exceptexceptexceptexcept    thosethosethosethose    designateddesignateddesignateddesignated    bybybyby    lawlawlawlaw    asasasas    thethethethe    responsibilityresponsibilityresponsibilityresponsibility    ofofofof
another state agency, and may enter into agreements and contracts with agencies of theanother state agency, and may enter into agreements and contracts with agencies of theanother state agency, and may enter into agreements and contracts with agencies of theanother state agency, and may enter into agreements and contracts with agencies of the
federal government for this purpose.federal government for this purpose.federal government for this purpose.federal government for this purpose.
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TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    waswaswaswas    incorporatedincorporatedincorporatedincorporated    inininin    1984198419841984    underunderunderunder    thethethethe    lawslawslawslaws    ofofofof    thethethethe    StateStateStateState    ofofofof    NewNewNewNew    Mexico.Mexico.Mexico.Mexico.  The  The  The  The
AreaAreaAreaArea    AgencyAgencyAgencyAgency is authorized by its charter to operate exclusively for charitable purposes, and is authorized by its charter to operate exclusively for charitable purposes, and is authorized by its charter to operate exclusively for charitable purposes, and is authorized by its charter to operate exclusively for charitable purposes, and
inininin    papapaparticular, for the purpose of providing relief to the poor, disabled, ill, frail, andrticular, for the purpose of providing relief to the poor, disabled, ill, frail, andrticular, for the purpose of providing relief to the poor, disabled, ill, frail, andrticular, for the purpose of providing relief to the poor, disabled, ill, frail, and
otherwise distressed elderly population in Program Service Area Four (PSA4) covering Newotherwise distressed elderly population in Program Service Area Four (PSA4) covering Newotherwise distressed elderly population in Program Service Area Four (PSA4) covering Newotherwise distressed elderly population in Program Service Area Four (PSA4) covering New
Mexico counties of Catron, Dona Ana, Grant, Hidalgo, Luna, Otero, Sierra, and Socorro.Mexico counties of Catron, Dona Ana, Grant, Hidalgo, Luna, Otero, Sierra, and Socorro.Mexico counties of Catron, Dona Ana, Grant, Hidalgo, Luna, Otero, Sierra, and Socorro.Mexico counties of Catron, Dona Ana, Grant, Hidalgo, Luna, Otero, Sierra, and Socorro.

Authority for ReviewAuthority for ReviewAuthority for ReviewAuthority for Review

TheTheTheThe    LegislativeLegislativeLegislativeLegislative    FinanceFinanceFinanceFinance    CommitteeCommitteeCommitteeCommittee    (Committee)(Committee)(Committee)(Committee)    hashashashas    thethethethe    statutorystatutorystatutorystatutory    authorityauthorityauthorityauthority    underunderunderunder    SectionSectionSectionSection
2-5-3 NMSA 1978 to examine the laws governing the finances and operations of departments,2-5-3 NMSA 1978 to examine the laws governing the finances and operations of departments,2-5-3 NMSA 1978 to examine the laws governing the finances and operations of departments,2-5-3 NMSA 1978 to examine the laws governing the finances and operations of departments,
agencies,agencies,agencies,agencies,    andandandand    institutionsinstitutionsinstitutionsinstitutions    ofofofof    NewNewNewNew    MexicoMexicoMexicoMexico    andandandand    allallallall    ofofofof    itsitsitsits    politicalpoliticalpoliticalpolitical    subdivisions,subdivisions,subdivisions,subdivisions,    thethethethe    effectseffectseffectseffects
ofofofof    lawslawslawslaws    onononon    thethethethe    properproperproperproper    functioningfunctioningfunctioningfunctioning    ofofofof    thesethesethesethese    governmentalgovernmentalgovernmentalgovernmental    units,units,units,units, the policies and costs of the policies and costs of the policies and costs of the policies and costs of
governmentalgovernmentalgovernmentalgovernmental    unitsunitsunitsunits    asasasas    relatedrelatedrelatedrelated    totototo    thethethethe    laws,laws,laws,laws,    andandandand    totototo    recommendrecommendrecommendrecommend    changeschangeschangeschanges    totototo    thethethethe    legislature.legislature.legislature.legislature.
In the furtherance of its statutory responsibility, the Committee may conduct inquiries intoIn the furtherance of its statutory responsibility, the Committee may conduct inquiries intoIn the furtherance of its statutory responsibility, the Committee may conduct inquiries intoIn the furtherance of its statutory responsibility, the Committee may conduct inquiries into
specificspecificspecificspecific    transactionstransactionstransactionstransactions    affectingaffectingaffectingaffecting    thethethethe    operatingoperatingoperatingoperating    policiespoliciespoliciespolicies    andandandand    costscostscostscosts    ofofofof    governmentalgovernmentalgovernmentalgovernmental    unitsunitsunitsunits    andandandand
their compliance with state law.their compliance with state law.their compliance with state law.their compliance with state law.

PurposePurposePurposePurpose

TheTheTheThe    performanceperformanceperformanceperformance    auditauditauditaudit    teamteamteamteam    conductedconductedconductedconducted    aaaa    limitedlimitedlimitedlimited    revirevirevireview of the Area Agency internalew of the Area Agency internalew of the Area Agency internalew of the Area Agency internal
controlscontrolscontrolscontrols    purchasepurchasepurchasepurchase    ofofofof    lllland, construction of building, fund balance, expenditures, andand, construction of building, fund balance, expenditures, andand, construction of building, fund balance, expenditures, andand, construction of building, fund balance, expenditures, and
compliance with applicable board policies.compliance with applicable board policies.compliance with applicable board policies.compliance with applicable board policies.

ObjectivesObjectivesObjectivesObjectives

To determine if:To determine if:To determine if:To determine if:

1.1.1.1. thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    waswaswaswas    inininin    compliancecompliancecompliancecompliance    withwithwithwith    laws,laws,laws,laws,    regulations,regulations,regulations,regulations,    popopopolllliciesiciesiciesicies    andandandand
procedures relating to the acquisition of land and a building.procedures relating to the acquisition of land and a building.procedures relating to the acquisition of land and a building.procedures relating to the acquisition of land and a building.

2.2.2.2. thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    waswaswaswas    properlyproperlyproperlyproperly    administeringadministeringadministeringadministering    tttthe distribution of funds ashe distribution of funds ashe distribution of funds ashe distribution of funds as
intended by SAOA.intended by SAOA.intended by SAOA.intended by SAOA.

3.3.3.3. instancesinstancesinstancesinstances    ofofofof    nepotismnepotismnepotismnepotism    wwwwere evident in the administration of the Area Agency.ere evident in the administration of the Area Agency.ere evident in the administration of the Area Agency.ere evident in the administration of the Area Agency.

4.4.4.4. the fund balance was properly stated.the fund balance was properly stated.the fund balance was properly stated.the fund balance was properly stated.

5.5.5.5. thethethethe    findingsfindingsfindingsfindings    andandandand    recommendationsrecommendationsrecommendationsrecommendations    reportedreportedreportedreported    inininin    thethethethe    SAOASAOASAOASAOA    assessmentassessmentassessmentassessment    report,report,report,report,
dated August 12, 1997, were valid.dated August 12, 1997, were valid.dated August 12, 1997, were valid.dated August 12, 1997, were valid.
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ProceduresProceduresProceduresProcedures

1.1.1.1. ReviewedReviewedReviewedReviewed    federalfederalfederalfederal    regregregregulations,  state statutes, SAOA and Area Agencyulations,  state statutes, SAOA and Area Agencyulations,  state statutes, SAOA and Area Agencyulations,  state statutes, SAOA and Area Agency
regulations and pertinent policies and procedures.regulations and pertinent policies and procedures.regulations and pertinent policies and procedures.regulations and pertinent policies and procedures.

2.2.2.2. ReviewedReviewedReviewedReviewed    auditauditauditaudit    reportsreportsreportsreports    ofofofof SAOA internal auditors and independent public SAOA internal auditors and independent public SAOA internal auditors and independent public SAOA internal auditors and independent public
accountants. accountants. accountants. accountants. 

3.3.3.3. Reviewed area plans submitted byReviewed area plans submitted byReviewed area plans submitted byReviewed area plans submitted by    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    totototo    SAOA for years 1996SAOA for years 1996SAOA for years 1996SAOA for years 1996
through 2000.through 2000.through 2000.through 2000.

4.4.4.4. Reviewed Area Agency board meeting minutes.Reviewed Area Agency board meeting minutes.Reviewed Area Agency board meeting minutes.Reviewed Area Agency board meeting minutes.

5.5.5.5. ReviewedReviewedReviewedReviewed    documedocumedocumedocumentation for the purchase of land and construction of antation for the purchase of land and construction of antation for the purchase of land and construction of antation for the purchase of land and construction of a
building.building.building.building.

6.6.6.6. Reviewed contracts between SAOA and Area Agency.Reviewed contracts between SAOA and Area Agency.Reviewed contracts between SAOA and Area Agency.Reviewed contracts between SAOA and Area Agency.

7.7.7.7. Reviewed contracts between Area Agency and other service providers.Reviewed contracts between Area Agency and other service providers.Reviewed contracts between Area Agency and other service providers.Reviewed contracts between Area Agency and other service providers.

8.8.8.8. ReviewedReviewedReviewedReviewed    aaaa    samplesamplesamplesample    ofofofof  expenditure records to determine compliance with  expenditure records to determine compliance with  expenditure records to determine compliance with  expenditure records to determine compliance with
applicable laws, rules and regulations.applicable laws, rules and regulations.applicable laws, rules and regulations.applicable laws, rules and regulations.

9.9.9.9. ObtainedObtainedObtainedObtained    aaaa    generalgeneralgeneralgeneral    uuuunderstanding of the Area Agency internal controlnderstanding of the Area Agency internal controlnderstanding of the Area Agency internal controlnderstanding of the Area Agency internal control
structure.structure.structure.structure.

Exit ConferenceExit ConferenceExit ConferenceExit Conference

TheTheTheThe    contentscontentscontentscontents    ofofofof    thisthisthisthis    repreprepreport were discussed on November 13th at 8:30 a.m. among theort were discussed on November 13th at 8:30 a.m. among theort were discussed on November 13th at 8:30 a.m. among theort were discussed on November 13th at 8:30 a.m. among the
following individuals:following individuals:following individuals:following individuals:

Area AgencyArea AgencyArea AgencyArea Agency

TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    waswaswaswas    providedprovidedprovidedprovided    aaaa    draftdraftdraftdraft    copycopycopycopy    ofofofof    thethethethe    rrrreport on November 12, 1997. The Executiveeport on November 12, 1997. The Executiveeport on November 12, 1997. The Executiveeport on November 12, 1997. The Executive
Director did not participate in the exit conference. Director did not participate in the exit conference. Director did not participate in the exit conference. Director did not participate in the exit conference. 

SAOASAOASAOASAOA

Gene Varela, Deputy Director Gene Varela, Deputy Director Gene Varela, Deputy Director Gene Varela, Deputy Director 
Dolph Bunkley, Program ManagerDolph Bunkley, Program ManagerDolph Bunkley, Program ManagerDolph Bunkley, Program Manager
Ralph Tapia, Administrative Services Division/ Audit ManagerRalph Tapia, Administrative Services Division/ Audit ManagerRalph Tapia, Administrative Services Division/ Audit ManagerRalph Tapia, Administrative Services Division/ Audit Manager
Joann Salazar, Deputy DirectorJoann Salazar, Deputy DirectorJoann Salazar, Deputy DirectorJoann Salazar, Deputy Director
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Legislative Finance CommitteeLegislative Finance CommitteeLegislative Finance CommitteeLegislative Finance Committee

                                Dannette Burch, Deputy DirectorDannette Burch, Deputy DirectorDannette Burch, Deputy DirectorDannette Burch, Deputy Director
Manu Patel, Performance Audit ManagerManu Patel, Performance Audit ManagerManu Patel, Performance Audit ManagerManu Patel, Performance Audit Manager
Joseph M. Salazar, Senior Performance AuditorJoseph M. Salazar, Senior Performance AuditorJoseph M. Salazar, Senior Performance AuditorJoseph M. Salazar, Senior Performance Auditor

Distribution of ReportDistribution of ReportDistribution of ReportDistribution of Report

This report will be distributed to the Office of the Governor, SAOA, Area Agency,This report will be distributed to the Office of the Governor, SAOA, Area Agency,This report will be distributed to the Office of the Governor, SAOA, Area Agency,This report will be distributed to the Office of the Governor, SAOA, Area Agency,    HumanHumanHumanHuman
ServicesServicesServicesServices    Department,Department,Department,Department,    DepartmentDepartmentDepartmentDepartment    ofofofof    FinanceFinanceFinanceFinance    andandandand    Administration,Administration,Administration,Administration,    OffiOffiOffiOffice of the Statece of the Statece of the Statece of the State
AuditorAuditorAuditorAuditor    andandandand    LegislativeLegislativeLegislativeLegislative    FinanceFinanceFinanceFinance    Committee.Committee.Committee.Committee.  The report is a matter of public record, and is  The report is a matter of public record, and is  The report is a matter of public record, and is  The report is a matter of public record, and is
available to all interested parties from the Legislative Finance Committee.available to all interested parties from the Legislative Finance Committee.available to all interested parties from the Legislative Finance Committee.available to all interested parties from the Legislative Finance Committee.

Manu PatelManu PatelManu PatelManu Patel
Performance Audit ManagerPerformance Audit ManagerPerformance Audit ManagerPerformance Audit Manager

MP/njwMP/njwMP/njwMP/njw
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Internal Control and Organizational Structure WeaknessesInternal Control and Organizational Structure WeaknessesInternal Control and Organizational Structure WeaknessesInternal Control and Organizational Structure Weaknesses

TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    isisisis    aaaa    smallsmallsmallsmall    oooorganization consisting of six full-time employees.  It is staffedrganization consisting of six full-time employees.  It is staffedrganization consisting of six full-time employees.  It is staffedrganization consisting of six full-time employees.  It is staffed
bybybyby    anananan    executiveexecutiveexecutiveexecutive    director,director,director,director,    deputydeputydeputydeputy    director,director,director,director,    financialfinancialfinancialfinancial    manager,manager,manager,manager,    nutritionnutritionnutritionnutrition    programsprogramsprogramsprograms    manager,manager,manager,manager,
ombudsmanombudsmanombudsmanombudsman    programprogramprogramprogram    coordinator,coordinator,coordinator,coordinator,  and an administrative assistant.  Additionally, three  and an administrative assistant.  Additionally, three  and an administrative assistant.  Additionally, three  and an administrative assistant.  Additionally, three
volunteers donate services on a part-time basis.volunteers donate services on a part-time basis.volunteers donate services on a part-time basis.volunteers donate services on a part-time basis.
    
TheTheTheThe    AreaAreaAreaArea    Agency’sAgency’sAgency’sAgency’s    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    andandandand    deputydeputydeputydeputy    directordirectordirectordirector    areareareare    husbandhusbandhusbandhusband    andandandand    wifewifewifewife    whichwhichwhichwhich    cancancancan
create an appearance of nepotism or conflict of interest, for example:create an appearance of nepotism or conflict of interest, for example:create an appearance of nepotism or conflict of interest, for example:create an appearance of nepotism or conflict of interest, for example:

���� No other area agencies on aging of comparable size has a position of deputy director.No other area agencies on aging of comparable size has a position of deputy director.No other area agencies on aging of comparable size has a position of deputy director.No other area agencies on aging of comparable size has a position of deputy director.

���� AAAA    waiver,waiver,waiver,waiver,    grantedgrantedgrantedgranted    bybybyby    thethethethe    BoarBoarBoarBoard of Directors (Board) allowed the employment of ad of Directors (Board) allowed the employment of ad of Directors (Board) allowed the employment of ad of Directors (Board) allowed the employment of a
husband and wife. husband and wife. husband and wife. husband and wife. 

���� SubsequentSubsequentSubsequentSubsequent    totototo    thethethethe    deputydeputydeputydeputy    dirdirdirdireeeectorctorctorctor    runningrunningrunningrunning    aaaa    negativenegativenegativenegative    sicksicksicksick    leaveleaveleaveleave    balance,balance,balance,balance,    thethethethe
executiveexecutiveexecutiveexecutive    directordirectordirectordirector    proposed and the Board enacted a policyproposed and the Board enacted a policyproposed and the Board enacted a policyproposed and the Board enacted a policy    wherebywherebywherebywhereby    anananan    employeeemployeeemployeeemployee
maymaymaymay    voluntarilyvoluntarilyvoluntarilyvoluntarily    donatedonatedonatedonate    accumulatedaccumulatedaccumulatedaccumulated    sicksicksicksick    lealealealeave to a fellow employee if they sove to a fellow employee if they sove to a fellow employee if they sove to a fellow employee if they so
desire,desire,desire,desire, subject to the consent of the executive director.  Thereafter the executive subject to the consent of the executive director.  Thereafter the executive subject to the consent of the executive director.  Thereafter the executive subject to the consent of the executive director.  Thereafter the executive
directordirectordirectordirector    donateddonateddonateddonated    andandandand    approvedapprovedapprovedapproved    thethethethe    transfertransfertransfertransfer    ofofofof    hishishishis    ownownownown    sicksicksicksick    leaveleaveleaveleave    totototo    thethethethe    deputydeputydeputydeputy
director.director.director.director.

Additionally,Additionally,Additionally,Additionally,    policypolicypolicypolicy changes were made that are questionable and which could further changes were made that are questionable and which could further changes were made that are questionable and which could further changes were made that are questionable and which could further
compromise the internal control structure.  These being: compromise the internal control structure.  These being: compromise the internal control structure.  These being: compromise the internal control structure.  These being: 

���� Procedure changes no longer have to go to the Board for review and approval. Procedure changes no longer have to go to the Board for review and approval. Procedure changes no longer have to go to the Board for review and approval. Procedure changes no longer have to go to the Board for review and approval. 

���� TheTheTheThe    electionelectionelectionelection    processprocessprocessprocess    forforforfor    BoardBoardBoardBoard    membersmembersmembersmembers    waswaswaswas    changedchangedchangedchanged    fromfromfromfrom    aaaa    straightstraightstraightstraight    electionelectionelectionelection    bybybyby
communitycommunitycommunitycommunity    membersmembersmembersmembers    ofofofof    thethethethe    seniorseniorseniorsenior    serviceserviceserviceservice    centerscenterscenterscenters    totototo    aaaa    nominationnominationnominationnomination    bybybyby    aaaa    nominatingnominatingnominatingnominating
committee.  The committee consists ofcommittee.  The committee consists ofcommittee.  The committee consists ofcommittee.  The committee consists of    oneoneoneone    representative from each contributingrepresentative from each contributingrepresentative from each contributingrepresentative from each contributing
community,community,community,community,    oneoneoneone    representativerepresentativerepresentativerepresentative    fromfromfromfrom    eacheacheacheach    ofofofof    thethethethe    AreaAreaAreaArea    Agency’sAgency’sAgency’sAgency’s    contractcontractcontractcontractors and eachors and eachors and eachors and each
SeniorSeniorSeniorSenior    Center.Center.Center.Center.  This committee submits two candidates for consideration and a third  This committee submits two candidates for consideration and a third  This committee submits two candidates for consideration and a third  This committee submits two candidates for consideration and a third
candidatecandidatecandidatecandidate    isisisis    selectedselectedselectedselected    bybybyby    thethethethe    executiveexecutiveexecutiveexecutive    director.director.director.director.  Since the executive director serves  Since the executive director serves  Since the executive director serves  Since the executive director serves
atatatat    thethethethe    pleasurepleasurepleasurepleasure    ofofofof    thethethethe    BoardBoardBoardBoard    andandandand    isisisis    accountableaccountableaccountableaccountable    totototo    thethethethe    Board,Board,Board,Board,    itititit    isisisis    notnotnotnot    appropriateappropriateappropriateappropriate    forforforfor
the executive director to participate in nominating a member of the Board.the executive director to participate in nominating a member of the Board.the executive director to participate in nominating a member of the Board.the executive director to participate in nominating a member of the Board.

���� The executive directorThe executive directorThe executive directorThe executive director    receivedreceivedreceivedreceived    BoardBoardBoardBoard    approvalapprovalapprovalapproval    totototo    teachteachteachteach    atatatat    thethethethe    DonaDonaDonaDona    AnaAnaAnaAna    branchbranchbranchbranch    ofofofof
NMSU;NMSU;NMSU;NMSU;    butbutbutbut    hehehehe    diddiddiddid    sosososo    whilewhilewhilewhile    onononon    AreaAreaAreaArea    AgencyAgencyAgencyAgency    time;time;time;time;    therefore,therefore,therefore,therefore,    bothbothbothboth    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    andandandand
NMSU paid for his time.NMSU paid for his time.NMSU paid for his time.NMSU paid for his time.
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���� AtAtAtAt    thethethethe    requestrequestrequestrequest    ofofofof    thethethethe    exexexexecutive director, the Board authorized merit awards toecutive director, the Board authorized merit awards toecutive director, the Board authorized merit awards toecutive director, the Board authorized merit awards to
employees based on years of service which mostly benefitted the executive director.employees based on years of service which mostly benefitted the executive director.employees based on years of service which mostly benefitted the executive director.employees based on years of service which mostly benefitted the executive director.

Also,Also,Also,Also,    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    andandandand    deputydeputydeputydeputy    directordirectordirectordirector    havehavehavehave    signaturesignaturesignaturesignature    authorityauthorityauthorityauthority    onononon    thethethethe    twotwotwotwo    AreaAreaAreaArea
Agency bank accounts,Agency bank accounts,Agency bank accounts,Agency bank accounts,    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    approvesapprovesapprovesapproves    thethethethe    timetimetimetime    sheetssheetssheetssheets    of all employeesof all employeesof all employeesof all employees
includingincludingincludingincluding    thethethethe    deputydeputydeputydeputy    director.director.director.director.  The husband and wife relationship lends itself to potential  The husband and wife relationship lends itself to potential  The husband and wife relationship lends itself to potential  The husband and wife relationship lends itself to potential
abuseabuseabuseabuse    inininin    areasareasareasareas    suchsuchsuchsuch    asasasas    telephonetelephonetelephonetelephone    usage,usage,usage,usage,    vehiclevehiclevehiclevehicle    usage,usage,usage,usage,    leaveleaveleaveleave    accrualaccrualaccrualaccrual    andandandand    usage,usage,usage,usage,    etc.etc.etc.etc.  Such  Such  Such  Such
conditionsconditionsconditionsconditions    cancancancan    createcreatecreatecreate    internalinternalinternalinternal    controlcontrolcontrolcontrol    weaknessesweaknessesweaknessesweaknesses    inininin    whichwhichwhichwhich    errorserrorserrorserrors    andandandand    irregularitiesirregularitiesirregularitiesirregularities    maymaymaymay
not be detected in a timely manner.not be detected in a timely manner.not be detected in a timely manner.not be detected in a timely manner.

Our review of telephone charges and vehicle usage indicated that telephone and vehicle logsOur review of telephone charges and vehicle usage indicated that telephone and vehicle logsOur review of telephone charges and vehicle usage indicated that telephone and vehicle logsOur review of telephone charges and vehicle usage indicated that telephone and vehicle logs
areareareare    notnotnotnot    maintainedmaintainedmaintainedmaintained    totototo    indicateindicateindicateindicate    thethethethe    purposepurposepurposepurpose    ofofofof    thethethethe    usage.usage.usage.usage.  For example we noted out of state  For example we noted out of state  For example we noted out of state  For example we noted out of state
telephone calls and vehicle usage.telephone calls and vehicle usage.telephone calls and vehicle usage.telephone calls and vehicle usage.

ItemItemItemItem    No.No.No.No.    32,32,32,32,    ofofofof    thethethethe    contractcontractcontractcontract    agreementagreementagreementagreement    betweenbetweenbetweenbetween    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    andandandand    thethethethe    SAOASAOASAOASAOA    statesstatesstatesstates    thatthatthatthat
“this“this“this“this    agreementagreementagreementagreement    shallshallshallshall    bebebebe    govergovergovergoverned by the laws of the New Mexico.....”.  Our review of thened by the laws of the New Mexico.....”.  Our review of thened by the laws of the New Mexico.....”.  Our review of thened by the laws of the New Mexico.....”.  Our review of the
AreaAreaAreaArea    Agency’sAgency’sAgency’sAgency’s    practicepracticepracticepractice    regardingregardingregardingregarding    BoardBoardBoardBoard    meetingsmeetingsmeetingsmeetings    maymaymaymay    havehavehavehave    violatedviolatedviolatedviolated    requirementsrequirementsrequirementsrequirements    ofofofof    thethethethe
New Mexico Open Meetings Act, Sections 10-15-1 through 10-15-4, NMSA 1978 as follows:New Mexico Open Meetings Act, Sections 10-15-1 through 10-15-4, NMSA 1978 as follows:New Mexico Open Meetings Act, Sections 10-15-1 through 10-15-4, NMSA 1978 as follows:New Mexico Open Meetings Act, Sections 10-15-1 through 10-15-4, NMSA 1978 as follows:

1.1.1.1. notice of the public meetings, andnotice of the public meetings, andnotice of the public meetings, andnotice of the public meetings, and

2.2.2.2. holdingholdingholdingholding    teleconferenceteleconferenceteleconferenceteleconference    meetingsmeetingsmeetingsmeetings    isisisis    notnotnotnot    specificallyspecificallyspecificallyspecifically    providedprovidedprovidedprovided    forforforfor    inininin    thethethethe
bylawsbylawsbylawsbylaws

ComplianceComplianceComplianceCompliance    withwithwithwith    thethethethe    openopenopenopen    meetingsmeetingsmeetingsmeetings    actactactact    andandandand    thethethethe    boardboardboardboard    bylawsbylawsbylawsbylaws    isisisis    essentialessentialessentialessential    totototo    ensureensureensureensure    thatthatthatthat    allallallall
personspersonspersonspersons    areareareare    givengivengivengiven    thethethethe    greatestgreatestgreatestgreatest    possiblepossiblepossiblepossible    informationinformationinformationinformation    regardingregardingregardingregarding    thethethethe    affairsaffairsaffairsaffairs    ofofofof    thethethethe
organization and have an opportunity to attend the Board meetings as interested spectatorsorganization and have an opportunity to attend the Board meetings as interested spectatorsorganization and have an opportunity to attend the Board meetings as interested spectatorsorganization and have an opportunity to attend the Board meetings as interested spectators
and in the interest of open communications and exchange of ideas.and in the interest of open communications and exchange of ideas.and in the interest of open communications and exchange of ideas.and in the interest of open communications and exchange of ideas.

RecommendationRecommendationRecommendationRecommendation

WeWeWeWe    recommendrecommendrecommendrecommend    thatthatthatthat    SAOASAOASAOASAOA    monitormonitormonitormonitor    andandandand    reviewreviewreviewreview    thethethethe    operationsoperationsoperationsoperations    ofofofof    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    moremoremoremore
frequently  to strengthen the internal control structure.  The SAOA should:frequently  to strengthen the internal control structure.  The SAOA should:frequently  to strengthen the internal control structure.  The SAOA should:frequently  to strengthen the internal control structure.  The SAOA should:

���� reviewreviewreviewreview    andandandand    clarifyclarifyclarifyclarify    thethethethe    currentcurrentcurrentcurrent    contractcontractcontractcontract    termstermstermsterms    andandandand    provisionsprovisionsprovisionsprovisions    withwithwithwith    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency
to determine if additional internal and management controls can be instituted;to determine if additional internal and management controls can be instituted;to determine if additional internal and management controls can be instituted;to determine if additional internal and management controls can be instituted;

���� obtainobtainobtainobtain    andandandand    reviewreviewreviewreview    agendaagendaagendaagenda    itemsitemsitemsitems    beforebeforebeforebefore    approvalapprovalapprovalapproval    bybybyby    thethethethe    BoardBoardBoardBoard    totototo    ensureensureensureensure    compliancecompliancecompliancecompliance
with open meeting requirements;with open meeting requirements;with open meeting requirements;with open meeting requirements;

���� obtain and review minutes of Board meetings;obtain and review minutes of Board meetings;obtain and review minutes of Board meetings;obtain and review minutes of Board meetings;
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���� rrrrequireequireequireequire    thethethethe    BoardBoardBoardBoard    totototo    revirevirevireview and approve all major contracts and agreements and haveew and approve all major contracts and agreements and haveew and approve all major contracts and agreements and haveew and approve all major contracts and agreements and have
them signed by the  chairman of the Board;them signed by the  chairman of the Board;them signed by the  chairman of the Board;them signed by the  chairman of the Board;

���� rrrrevieweviewevieweview    thethethethe    organizationalorganizationalorganizationalorganizational    structurestructurestructurestructure    ofofofof    similarsimilarsimilarsimilar    sizesizesizesize    areaareaareaarea    agenciesagenciesagenciesagencies    totototo    determinedeterminedeterminedetermine    iiiiffff
theretheretherethere    isisisis    aaaa    needneedneedneed    forforforfor    thethethethe    deputydeputydeputydeputy    directordirectordirectordirector    positionpositionpositionposition    andandandand    restructurerestructurerestructurerestructure    thethethethe    organizationorganizationorganizationorganization    asasasas
necessary to improve  internal controls, and reduce administrative expenditures andnecessary to improve  internal controls, and reduce administrative expenditures andnecessary to improve  internal controls, and reduce administrative expenditures andnecessary to improve  internal controls, and reduce administrative expenditures and
overheadoverheadoverheadoverhead    costscostscostscosts    totototo    makemakemakemake    moremoremoremore    fundfundfundfunds available for direct program related expenditures available for direct program related expenditures available for direct program related expenditures available for direct program related expenditure
to provide better services to senior citizens;to provide better services to senior citizens;to provide better services to senior citizens;to provide better services to senior citizens;

���� review expenditures for compliance with the area plan and program objectives;review expenditures for compliance with the area plan and program objectives;review expenditures for compliance with the area plan and program objectives;review expenditures for compliance with the area plan and program objectives;

���� ensure that procedural changes are approved by the Board;ensure that procedural changes are approved by the Board;ensure that procedural changes are approved by the Board;ensure that procedural changes are approved by the Board;

���� instructinstructinstructinstruct    thethethethe    AreAreAreArea Agency to immediately remove the bank account signaturea Agency to immediately remove the bank account signaturea Agency to immediately remove the bank account signaturea Agency to immediately remove the bank account signature
authorityauthorityauthorityauthority    currentlycurrentlycurrentlycurrently    givengivengivengiven    totototo    thethethethe    deputydeputydeputydeputy    directordirectordirectordirector    andandandand    ensureensureensureensure    allallallall    checkscheckscheckschecks    issuedissuedissuedissued    bybybyby    thethethethe
AreaAreaAreaArea    AgencyAgencyAgencyAgency  have two signatures, one a Board member and the other the executive  have two signatures, one a Board member and the other the executive  have two signatures, one a Board member and the other the executive  have two signatures, one a Board member and the other the executive
director;director;director;director;

���� recommendrecommendrecommendrecommend    thatthatthatthat    thethethethe    electionelectionelectionelection    processprocessprocessprocess    forforforfor    thethethethe    BoardBoardBoardBoard    bebebebe    changedchangedchangedchanged    tttto eliminateo eliminateo eliminateo eliminate
participation by the executive director in the nomination/selection process;participation by the executive director in the nomination/selection process;participation by the executive director in the nomination/selection process;participation by the executive director in the nomination/selection process;

���� requirerequirerequirerequire    AreaAreaAreaArea    AgencyAgencyAgencyAgency    totototo    request SAOA’srequest SAOA’srequest SAOA’srequest SAOA’s    advanceadvanceadvanceadvance    approvalapprovalapprovalapproval    ofofofof    itemsitemsitemsitems    (such(such(such(such    asasasas    meritmeritmeritmerit
awards,awards,awards,awards,    personnelpersonnelpersonnelpersonnel    policy,policy,policy,policy,    etc.)etc.)etc.)etc.)    thatthatthatthat    areareareare    subjectsubjectsubjectsubject    totototo    beingbeingbeingbeing    questionedquestionedquestionedquestioned    forforforfor    allowabilityallowabilityallowabilityallowability
and that SAOA provide written justification for approval or disapproval;and that SAOA provide written justification for approval or disapproval;and that SAOA provide written justification for approval or disapproval;and that SAOA provide written justification for approval or disapproval;

���� require that telephone and vehicle usage logs be maintained; andrequire that telephone and vehicle usage logs be maintained; andrequire that telephone and vehicle usage logs be maintained; andrequire that telephone and vehicle usage logs be maintained; and

���� conductconductconductconduct    aaaa    moremoremoremore    intensiveintensiveintensiveintensive    reviewreviewreviewreview    ofofofof    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    operationsoperationsoperationsoperations    totototo    provideprovideprovideprovide    specificspecificspecificspecific
oversight as these issues are resolved;oversight as these issues are resolved;oversight as these issues are resolved;oversight as these issues are resolved;

Land Purchase and Building ConstructionLand Purchase and Building ConstructionLand Purchase and Building ConstructionLand Purchase and Building Construction

OurOurOurOur    reviewreviewreviewreview    ofofofof    thethethethe    AreaAreaAreaArea    Agency’sAgency’sAgency’sAgency’s    acquisitiacquisitiacquisitiacquisition of a new administrative office determined thaton of a new administrative office determined thaton of a new administrative office determined thaton of a new administrative office determined that
thethethethe    methodmethodmethodmethod    usedusedusedused    forforforfor    purchasepurchasepurchasepurchase    analysisanalysisanalysisanalysis    waswaswaswas    inappropriate.inappropriate.inappropriate.inappropriate.  The Area Agency had a local real  The Area Agency had a local real  The Area Agency had a local real  The Area Agency had a local real
estateestateestateestate    agentagentagentagent    compilecompilecompilecompile    informationinformationinformationinformation    onononon    thethethethe    costcostcostcost    ofofofof    leasingleasingleasingleasing    officeofficeofficeoffice    spacespacespacespace    inininin    thethethethe    LasLasLasLas    CrucesCrucesCrucesCruces    area.area.area.area.
TheTheTheThe    compilation,compilation,compilation,compilation,    whichwhichwhichwhich    gavegavegavegave    informationinformationinformationinformation    onononon    leasingleasingleasingleasing    spacespacespacespace    basedbasedbasedbased    onononon    dollarsdollarsdollarsdollars    perperperper    squaresquaresquaresquare    footfootfootfoot
waswaswaswas    thenthenthenthen    comparedcomparedcomparedcompared    totototo    thethethethe    costscostscostscosts    perperperper    squaresquaresquaresquare    footfootfootfoot    ofofofof    constructionconstructionconstructionconstruction    ofofofof    aaaa    similarsimilarsimilarsimilar    sizesizesizesize    office.office.office.office.  The  The  The  The
following items were noted in reviewing this analysis:following items were noted in reviewing this analysis:following items were noted in reviewing this analysis:following items were noted in reviewing this analysis:
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���� TheTheTheThe    costscostscostscosts    forforforfor    leasingleasingleasingleasing    spacespacespacespace    waswaswaswas    compiledcompiledcompiledcompiled    fromfromfromfrom    sitessitessitessites    inininin    aaaa    moremoremoremore    expensiveexpensiveexpensiveexpensive    areaareaareaarea    ofofofof    LasLasLasLas
Cruces, specifically from the Telshor business district.Cruces, specifically from the Telshor business district.Cruces, specifically from the Telshor business district.Cruces, specifically from the Telshor business district.

���� TheTheTheThe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    comparedcomparedcomparedcompared    thethethethe    costscostscostscosts    ofofofof    leasingleasingleasingleasing    newnewnewnew    officeofficeofficeoffice    spacespacespacespace    totototo    thethethethe    costcostcostcost    ofofofof
acquiringacquiringacquiringacquiring    aaaa    building.building.building.building.  However, this was misleading because the comparison should  However, this was misleading because the comparison should  However, this was misleading because the comparison should  However, this was misleading because the comparison should
havehavehavehave    beenbeenbeenbeen    betweenbetweenbetweenbetween    leasingleasingleasingleasing    atatatat    thethethethe    OldOldOldOld    MesillaMesillaMesillaMesilla    SeniorSeniorSeniorSenior    CenterCenterCenterCenter    andandandand    costscostscostscosts    ofofofof    acquiringacquiringacquiringacquiring
land and building an administrative office.land and building an administrative office.land and building an administrative office.land and building an administrative office.

���� TheTheTheThe    costcostcostcost    analysisanalysisanalysisanalysis    waswaswaswas    compiledcompiledcompiledcompiled    afterafterafterafter    thethethethe    factfactfactfact    ratherratherratherrather    thanthanthanthan    priorpriorpriorprior    totototo    acquiringacquiringacquiringacquiring    thethethethe    landlandlandland
and constructing an office building.and constructing an office building.and constructing an office building.and constructing an office building.

���� TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    usedusedusedused    aaaa    realrealrealreal    estateestateestateestate    agentagentagentagent    asasasas    aaaa    procurementprocurementprocurementprocurement    manmanmanmanager.  The real estateager.  The real estateager.  The real estateager.  The real estate
agent’s fees were based on the construction cost of the building.agent’s fees were based on the construction cost of the building.agent’s fees were based on the construction cost of the building.agent’s fees were based on the construction cost of the building.

AAAA    correctcorrectcorrectcorrect    comparisoncomparisoncomparisoncomparison    ofofofof    costcostcostcost    forforforfor    leasingleasingleasingleasing    thethethethe    OldOldOldOld    MesillaMesillaMesillaMesilla    SeniorSeniorSeniorSenior    CenterCenterCenterCenter    withwithwithwith    thethethethe    costscostscostscosts    ofofofof
acquirinacquirinacquirinacquiring land and constructing a building would have indicated an increase in annual officeg land and constructing a building would have indicated an increase in annual officeg land and constructing a building would have indicated an increase in annual officeg land and constructing a building would have indicated an increase in annual office
space rental costs from $5,500 to approximately $21,900.space rental costs from $5,500 to approximately $21,900.space rental costs from $5,500 to approximately $21,900.space rental costs from $5,500 to approximately $21,900.
In addition, the Area Agency incurs monthly utility, repair and maintenance expenses at theIn addition, the Area Agency incurs monthly utility, repair and maintenance expenses at theIn addition, the Area Agency incurs monthly utility, repair and maintenance expenses at theIn addition, the Area Agency incurs monthly utility, repair and maintenance expenses at the
newnewnewnew    facilityfacilityfacilityfacility    whichwhichwhichwhich    werewerewerewere    notnotnotnot    previously incurred.  This inpreviously incurred.  This inpreviously incurred.  This inpreviously incurred.  This in    itselfitselfitselfitself    clearlyclearlyclearlyclearly    indicatesindicatesindicatesindicates    thatthatthatthat    thethethethe
methodsmethodsmethodsmethods    ofofofof    analysisanalysisanalysisanalysis    werewerewerewere    inadequateinadequateinadequateinadequate    totototo    justifyjustifyjustifyjustify    purchasepurchasepurchasepurchase    ofofofof    landlandlandland    andandandand    constructionconstructionconstructionconstruction    ofofofof    aaaa    newnewnewnew
administrative office building.administrative office building.administrative office building.administrative office building.

ToToToTo    betterbetterbetterbetter    understandunderstandunderstandunderstand    thethethethe    issuesissuesissuesissues    surroundingsurroundingsurroundingsurrounding    thethethethe    landlandlandland    purchasepurchasepurchasepurchase    andandandand    thethethethe    constructionconstructionconstructionconstruction    ofofofof    thethethethe
administrativeadministrativeadministrativeadministrative    officeofficeofficeoffice    buildingbuildingbuildingbuilding    forforforfor    thethethethe    AreaAreaAreaArea    Agency,Agency,Agency,Agency,    aaaa    briefbriefbriefbrief    summarysummarysummarysummary    ofofofof    documenteddocumenteddocumenteddocumented    eventseventseventsevents
is provided below: is provided below: is provided below: is provided below: 

���� InInInIn    aaaa    letterletterletterletter    totototo    thethethethe    ViceViceViceVice    PresidentPresidentPresidentPresident    ofofofof    thethethethe    FirstFirstFirstFirst    NationalNationalNationalNational    BankBankBankBank    ofofofof    DonaDonaDonaDona    AnaAnaAnaAna    CountyCountyCountyCounty    dateddateddateddated
FebruaryFebruaryFebruaryFebruary    21,21,21,21,    1996,1996,1996,1996,    thethethethe    execuexecuexecuexecutive director states that the Board instructed him ontive director states that the Board instructed him ontive director states that the Board instructed him ontive director states that the Board instructed him on
JanuaryJanuaryJanuaryJanuary    30,30,30,30,    1996,1996,1996,1996,    totototo    beginbeginbeginbegin    lookinglookinglookinglooking    intointointointo    eithereithereithereither    purpurpurpurchasing or building anchasing or building anchasing or building anchasing or building an
administrativeadministrativeadministrativeadministrative    ofofofofffffice.ice.ice.ice.  There was no discussion regarding the purchase or  There was no discussion regarding the purchase or  There was no discussion regarding the purchase or  There was no discussion regarding the purchase or
construction of any type of building in Board minutes dated January 30, 1996. construction of any type of building in Board minutes dated January 30, 1996. construction of any type of building in Board minutes dated January 30, 1996. construction of any type of building in Board minutes dated January 30, 1996. 

���� InInInIn    AprilAprilAprilApril    1996,1996,1996,1996,    thethethethe    AreaAreaAreaArea    AgenAgenAgenAgency Area Plan for FY97 included as part of the budgetcy Area Plan for FY97 included as part of the budgetcy Area Plan for FY97 included as part of the budgetcy Area Plan for FY97 included as part of the budget
request,  $23,844 for rent that was approved by the SAOA.request,  $23,844 for rent that was approved by the SAOA.request,  $23,844 for rent that was approved by the SAOA.request,  $23,844 for rent that was approved by the SAOA.

���� On May 1,On May 1,On May 1,On May 1,    1996,1996,1996,1996,    the executive director and a local real estate agent entered into athe executive director and a local real estate agent entered into athe executive director and a local real estate agent entered into athe executive director and a local real estate agent entered into a
contract,contract,contract,contract,    withoutwithoutwithoutwithout    priorpriorpriorprior    approvalapprovalapprovalapproval    fromfromfromfrom    thethethethe    Board,Board,Board,Board,    inininin    whwhwhwhich it was agreed that theich it was agreed that theich it was agreed that theich it was agreed that the
agentagentagentagent would be paid a commission of “six percent of contracted price to build of would be paid a commission of “six percent of contracted price to build of would be paid a commission of “six percent of contracted price to build of would be paid a commission of “six percent of contracted price to build of
$120,000.00".$120,000.00".$120,000.00".$120,000.00".  (See Exhibit A)  It is unusual to have and pay commission to real estate  (See Exhibit A)  It is unusual to have and pay commission to real estate  (See Exhibit A)  It is unusual to have and pay commission to real estate  (See Exhibit A)  It is unusual to have and pay commission to real estate
agents on a construction project.agents on a construction project.agents on a construction project.agents on a construction project.

NEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGING
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FINDINGS AND RECOMMENDATIONSFINDINGS AND RECOMMENDATIONSFINDINGS AND RECOMMENDATIONSFINDINGS AND RECOMMENDATIONS

���� InInInIn    thethethethe    BoardBoardBoardBoard    meetingmeetingmeetingmeeting    minutesminutesminutesminutes    ofofofof    MayMayMayMay    9,9,9,9, 1996, the executive director discusses the 1996, the executive director discusses the 1996, the executive director discusses the 1996, the executive director discusses the
possibilitypossibilitypossibilitypossibility    ofofofof    acquiringacquiringacquiringacquiring    aaaa    piecepiecepiecepiece    ofofofof    landlandlandland    totototo    buildbuildbuildbuild    officeofficeofficeoffice    spacespacespacespace    forforforfor    thethethethe    AreaAreaAreaArea    Agency.Agency.Agency.Agency.  The  The  The  The
costcostcostcost    ofofofof    thethethethe    buildingbuildingbuildingbuilding    wouldwouldwouldwould    bebebebe    $55$55$55$55    totototo    $60$60$60$60    aaaa    squaresquaresquaresquare    footfootfootfoot    andandandand    thethethethe    entireentireentireentire    costcostcostcost    ofofofof    thethethethe    projectprojectprojectproject
wouldwouldwouldwould    bebebebe    betweenbetweenbetweenbetween    $110,000$110,000$110,000$110,000    andandandand    $120,000.$120,000.$120,000.$120,000.  In the minutes, it appears that the Board was  In the minutes, it appears that the Board was  In the minutes, it appears that the Board was  In the minutes, it appears that the Board was
unawareunawareunawareunaware    ofofofof    thethethethe    MayMayMayMay    1,1,1,1,    1996199619961996    contractcontractcontractcontract    bbbbetween the executive director and the realetween the executive director and the realetween the executive director and the realetween the executive director and the real
estate agent.estate agent.estate agent.estate agent.

���� PriorPriorPriorPrior    totototo    obtainingobtainingobtainingobtaining    BoardBoardBoardBoard    approval,approval,approval,approval,    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    submittedsubmittedsubmittedsubmitted    anananan offer to offer to offer to offer to
purchasepurchasepurchasepurchase    .59.59.59.59    acresacresacresacres    offoffoffoff    ElksElksElksElks    Drive.Drive.Drive.Drive.  The offer was accepted by the land owner on June  The offer was accepted by the land owner on June  The offer was accepted by the land owner on June  The offer was accepted by the land owner on June
7,7,7,7,    1996,1996,1996,1996,    accordingaccordingaccordingaccording    totototo    aaaa    letterletterletterletter    dateddateddateddated    AugustAugustAugustAugust    28,28,28,28,    1996199619961996    fromfromfromfrom    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    totototo    thethethethe
Vice President of the First National Bank of Dona Ana County.Vice President of the First National Bank of Dona Ana County.Vice President of the First National Bank of Dona Ana County.Vice President of the First National Bank of Dona Ana County.

���� PerPerPerPer    thethethethe    BoardBoardBoardBoard    meetingmeetingmeetingmeeting    minutesminutesminutesminutes    ofofofof    JuneJuneJuneJune    12,1996,12,1996,12,1996,12,1996,    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    informedinformedinformedinformed    thethethethe
BoardBoardBoardBoard    thathathathat a piece of land had been found for construction of an administrative office.t a piece of land had been found for construction of an administrative office.t a piece of land had been found for construction of an administrative office.t a piece of land had been found for construction of an administrative office.
TheTheTheThe    BoardBoardBoardBoard    thenthenthenthen    gavegavegavegave    theirtheirtheirtheir    approvalapprovalapprovalapproval    inininin    principleprincipleprincipleprinciple    forforforfor    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    totototo    submitsubmitsubmitsubmit
an offer pending final Board action.  an offer pending final Board action.  an offer pending final Board action.  an offer pending final Board action.  

To this point, there was no evidence of communication with the SAOA regarding theTo this point, there was no evidence of communication with the SAOA regarding theTo this point, there was no evidence of communication with the SAOA regarding theTo this point, there was no evidence of communication with the SAOA regarding the
constructionconstructionconstructionconstruction    ofofofof    anananan    administrativeadministrativeadministrativeadministrative    office.office.office.office.  It is also evident that the Area Agency abandoned  It is also evident that the Area Agency abandoned  It is also evident that the Area Agency abandoned  It is also evident that the Area Agency abandoned
efforts to rent or lease office space.efforts to rent or lease office space.efforts to rent or lease office space.efforts to rent or lease office space.
    
���� On AugustOn AugustOn AugustOn August    1,1,1,1,    2,2,2,2,    and 3, 1996, the real estate agent advertised in the legal section ofand 3, 1996, the real estate agent advertised in the legal section ofand 3, 1996, the real estate agent advertised in the legal section ofand 3, 1996, the real estate agent advertised in the legal section of

locallocallocallocal    newspapernewspapernewspapernewspaper    forforforfor    lettersletterslettersletters    ofofofof    intentintentintentintent    fromfromfromfrom    locallocallocallocal    contractors.contractors.contractors.contractors.  Again, without Board  Again, without Board  Again, without Board  Again, without Board
approval, the real estate agent, in effect, becomes theapproval, the real estate agent, in effect, becomes theapproval, the real estate agent, in effect, becomes theapproval, the real estate agent, in effect, becomes the    procurementprocurementprocurementprocurement    officerofficerofficerofficer    forforforfor    thethethethe
Area Agency.Area Agency.Area Agency.Area Agency.

���� TTTThehehehe    realrealrealreal    estateestateestateestate    agentagentagentagent    claimedclaimedclaimedclaimed    thatthatthatthat    onlyonlyonlyonly    oneoneoneone    contractorcontractorcontractorcontractor    inininin    thethethethe    greatergreatergreatergreater    LasLasLasLas    CruceCruceCruceCrucessss
metrometrometrometro    areaareaareaarea    respondedrespondedrespondedresponded    totototo    thethethethe    advertisementadvertisementadvertisementadvertisement    andandandand    aaaa    letterletterletterletter    ofofofof    intentintentintentintent    totototo    bidbidbidbid    isisisis    createdcreatedcreatedcreated
andandandand    signedsignedsignedsigned    bybybyby    aaaa    representativerepresentativerepresentativerepresentative    ofofofof    GriderGriderGriderGrider    Construction,Construction,Construction,Construction,    Ltd.,Ltd.,Ltd.,Ltd.,    whowhowhowho    coincidentlycoincidentlycoincidentlycoincidently    isisisis    thethethethe
samesamesamesame    contractorcontractorcontractorcontractor    whowhowhowho    accordingaccordingaccordingaccording to the executive director, built the executive to the executive director, built the executive to the executive director, built the executive to the executive director, built the executive
ddddirector’sirector’sirector’sirector’s    homehomehomehome    aaaa    fewfewfewfew    monthsmonthsmonthsmonths    prior.prior.prior.prior.  A sealed bid was never submitted by the  A sealed bid was never submitted by the  A sealed bid was never submitted by the  A sealed bid was never submitted by the
contractor as required by Board policy and by the State Procurement Code.contractor as required by Board policy and by the State Procurement Code.contractor as required by Board policy and by the State Procurement Code.contractor as required by Board policy and by the State Procurement Code.

���� PerPerPerPer    thethethethe    BoardBoardBoardBoard    minutesminutesminutesminutes    ofofofof    AugustAugustAugustAugust    15,15,15,15,    1996,1996,1996,1996,    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    informedinformedinformedinformed    thethethethe    BoardBoardBoardBoard
thatthatthatthat    hehehehe    hadhadhadhad    mademademademade    anananan    offerofferofferoffer    onononon    aaaa    halfhalfhalfhalf    acreacreacreacre    lotlotlotlot    offoffoffoff    ofofofof    ElksElksElksElks    DriveDriveDriveDrive    forforforfor    $35,000.$35,000.$35,000.$35,000.    HeHeHeHe    wouldwouldwouldwould    useuseuseuse
$15,306$15,306$15,306$15,306    fromfromfromfrom the fund balance as the down payment and had secured a financing the fund balance as the down payment and had secured a financing the fund balance as the down payment and had secured a financing the fund balance as the down payment and had secured a financing
commitmentcommitmentcommitmentcommitment    fromfromfromfrom    thethethethe    FirstFirstFirstFirst    NationalNationalNationalNational    BankBankBankBank    ofofofof    DonaDonaDonaDona    AnaAnaAnaAna    CoCoCoCounty for the balance.unty for the balance.unty for the balance.unty for the balance.
However,However,However,However,    thethethethe    lalalaland purchase settlement statement indicates that the actual purchasend purchase settlement statement indicates that the actual purchasend purchase settlement statement indicates that the actual purchasend purchase settlement statement indicates that the actual purchase
pricepricepriceprice    ofofofof    thethethethe    landlandlandland  is $36,000.  The executive director proposed an office building of  is $36,000.  The executive director proposed an office building of  is $36,000.  The executive director proposed an office building of  is $36,000.  The executive director proposed an office building of
approximatelyapproximatelyapproximatelyapproximately    2000200020002000    squaresquaresquaresquare    feetfeetfeetfeet    atatatat    anananan    estimatedestimatedestimatedestimated    costcostcostcost    ofofofof    $110,000.$110,000.$110,000.$110,000.  Costs for the entire  Costs for the entire  Costs for the entire  Costs for the entire
project were estimated at $150,000.  The project were estimated at $150,000.  The project were estimated at $150,000.  The project were estimated at $150,000.  The NEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGING
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BoardBoardBoardBoard    ratifiedratifiedratifiedratified    thethethethe    purchasepurchasepurchasepurchase    offerofferofferoffer    andandandand    approvedapprovedapprovedapproved    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    enteringenteringenteringentering    intointointointo    aaaa    mortgagemortgagemortgagemortgage
agreement for the of building construction pending a signed agreement.agreement for the of building construction pending a signed agreement.agreement for the of building construction pending a signed agreement.agreement for the of building construction pending a signed agreement.

���� OnOnOnOn    OctoberOctoberOctoberOctober    21212121, 1996, a contractual agreement was entered into between the Area, 1996, a contractual agreement was entered into between the Area, 1996, a contractual agreement was entered into between the Area, 1996, a contractual agreement was entered into between the Area
AgencyAgencyAgencyAgency    andandandand    GriderGriderGriderGrider    ConsConsConsConstruction Ltd. for the construction of an administrative officetruction Ltd. for the construction of an administrative officetruction Ltd. for the construction of an administrative officetruction Ltd. for the construction of an administrative office
forforforfor    $120,000.$120,000.$120,000.$120,000.    TheTheTheThe    contractcontractcontractcontract    providesprovidesprovidesprovides    aaaa    scheduleschedulescheduleschedule    ofofofof    paymentpaymentpaymentpayment    advancesadvancesadvancesadvances    forforforfor    construction.construction.construction.construction.
Oddly,Oddly,Oddly,Oddly,    thethethethe    finalfinalfinalfinal    constructionconstructionconstructionconstruction    contractcontractcontractcontract    forforforfor    $120,000$120,000$120,000$120,000    isisisis    exactlyexactlyexactlyexactly    thethethethe    amountamountamountamount    indicatedindicatedindicatedindicated
onononon    thethethethe    MayMayMayMay    1,1,1,1,    1996199619961996    contractcontractcontractcontract    betweenbetweenbetweenbetween    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    andandandand    thethethethe    realrealrealreal    estateestateestateestate    agent.agent.agent.agent.

���� TheTheTheThe    firstfirstfirstfirst    paymentpaymentpaymentpayment    ofofofof    $30,000$30,000$30,000$30,000    waswaswaswas    disburseddisburseddisburseddisbursed    bybybyby    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    totototo    thethethethe    contractorcontractorcontractorcontractor    onononon
NovemberNovemberNovemberNovember    12,12,12,12,    1996.1996.1996.1996.  However, flow through monies designated for the service  However, flow through monies designated for the service  However, flow through monies designated for the service  However, flow through monies designated for the service
providers were used for the building construction payment, a direct violation of theirproviders were used for the building construction payment, a direct violation of theirproviders were used for the building construction payment, a direct violation of theirproviders were used for the building construction payment, a direct violation of their
intended use.intended use.intended use.intended use.

���� OnOnOnOn    DecemberDecemberDecemberDecember    2,2,2,2,    1996,1996,1996,1996,    aaaa    secondsecondsecondsecond    paymepaymepaymepaymennnntttt    waswaswaswas    disburseddisburseddisburseddisbursed    inininin    thethethethe    amountamountamountamount    ofofofof    $48,000,$48,000,$48,000,$48,000,    againagainagainagain
using flow through monies designated for service providers.using flow through monies designated for service providers.using flow through monies designated for service providers.using flow through monies designated for service providers.

���� OnOnOnOn    DecemberDecemberDecemberDecember    9,9,9,9,    1996,1996,1996,1996,    whilewhilewhilewhile    cccconstruction of the administrative office is wellonstruction of the administrative office is wellonstruction of the administrative office is wellonstruction of the administrative office is well
underway,underway,underway,underway,    thethethethe    realrealrealreal    estateestateestateestate    agentagentagentagent    providedprovidedprovidedprovided    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    anananan    analysisanalysisanalysisanalysis    ofofofof    thethethethe
marketmarketmarketmarket    forforforfor    leasingleasingleasingleasing    space.space.space.space.  It should be noted that the locations listed on the analysis  It should be noted that the locations listed on the analysis  It should be noted that the locations listed on the analysis  It should be noted that the locations listed on the analysis
areareareare    incomparableincomparableincomparableincomparable    totototo    thethethethe    OldOldOldOld    MesillaMesillaMesillaMesilla    SeniorSeniorSeniorSenior    CenterCenterCenterCenter because the analysis includes because the analysis includes because the analysis includes because the analysis includes
sites in more expensive Las Cruces business districts.sites in more expensive Las Cruces business districts.sites in more expensive Las Cruces business districts.sites in more expensive Las Cruces business districts.

���� On December 12, 1996, a third payment forOn December 12, 1996, a third payment forOn December 12, 1996, a third payment forOn December 12, 1996, a third payment for    $24,000$24,000$24,000$24,000    waswaswaswas    disbursed, again using flowdisbursed, again using flowdisbursed, again using flowdisbursed, again using flow
through monies.through monies.through monies.through monies.

���� OnOnOnOn    DecemberDecemberDecemberDecember    20,20,20,20,    1996,1996,1996,1996,    anananan    $18,000$18,000$18,000$18,000    fourthfourthfourthfourth    andandandand    finalfinalfinalfinal    paymentpaymentpaymentpayment    waswaswaswas    disburseddisburseddisburseddisbursed    totototo
contractor again using flow through monies.contractor again using flow through monies.contractor again using flow through monies.contractor again using flow through monies.

���� OnOnOnOn    DecemberDecemberDecemberDecember    27,27,27,27,    1996,1996,1996,1996,    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    settledsettledsettledsettled    aaaa    mortgagemortgagemortgagemortgage    loanloanloanloan    forforforfor    $148,500$148,500$148,500$148,500    plusplusplusplus    $560$560$560$560
fromfromfromfrom    thethethethe    operatingoperatingoperatingoperating    accountaccountaccountaccount    totototo    payoffpayoffpayoffpayoff  the balance of the $21,000 land loan, $120,000 for  the balance of the $21,000 land loan, $120,000 for  the balance of the $21,000 land loan, $120,000 for  the balance of the $21,000 land loan, $120,000 for
thethethethe    buildingbuildingbuildingbuilding    andandandand    $7,200$7,200$7,200$7,200    forforforfor    rerererealtor commission and $860 for other settlement charges.altor commission and $860 for other settlement charges.altor commission and $860 for other settlement charges.altor commission and $860 for other settlement charges.

���� OnOnOnOn    JanuaryJanuaryJanuaryJanuary    1,1,1,1,    1997,1997,1997,1997,    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    preparedpreparedpreparedprepared    andandandand    enteredenteredenteredentered    intointointointo    aaaa    rentalrentalrentalrental    leaseleaseleaselease
contractcontractcontractcontract    withwithwithwith    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    asasasas    “lessor”“lessor”“lessor”“lessor”    andandandand    “lessee”“lessee”“lessee”“lessee”    atatatat    aaaa    monthlymonthlymonthlymonthly    rentalrentalrentalrental  cost of  cost of  cost of  cost of
$1,825$1,825$1,825$1,825    plusplusplusplus    utilities,utilities,utilities,utilities,    maintenancemaintenancemaintenancemaintenance    andandandand    repairsrepairsrepairsrepairs    (Exhibit(Exhibit(Exhibit(Exhibit    B).B).B).B).  The Area Agency did not  The Area Agency did not  The Area Agency did not  The Area Agency did not
followfollowfollowfollow    thethethethe    StateStateStateState    ProcurementProcurementProcurementProcurement    CodeCodeCodeCode    andandandand    thisthisthisthis    leaseleaseleaselease    agreementagreementagreementagreement    maymaymaymay    notnotnotnot    bebebebe    consideredconsideredconsideredconsidered
anananan    “arms“arms“arms“arms    length”length”length”length”    transactiontransactiontransactiontransaction    forforforfor    allowabilityallowabilityallowabilityallowability of costs to the federal/state programs. of costs to the federal/state programs. of costs to the federal/state programs. of costs to the federal/state programs.

���� OnOnOnOn    JJJJanuary 4, 1997, a final payment is made to Grider Construction, Ltd. whichanuary 4, 1997, a final payment is made to Grider Construction, Ltd. whichanuary 4, 1997, a final payment is made to Grider Construction, Ltd. whichanuary 4, 1997, a final payment is made to Grider Construction, Ltd. which
includes includes includes includes NEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGING
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$7,650$7,650$7,650$7,650    forforforfor    salessalessalessales    taxtaxtaxtax    andandandand    $$$$3,792 for counter tops.  However, these items were specifically3,792 for counter tops.  However, these items were specifically3,792 for counter tops.  However, these items were specifically3,792 for counter tops.  However, these items were specifically
included in the initial $120,000 contract building specifications.  The construction agreementincluded in the initial $120,000 contract building specifications.  The construction agreementincluded in the initial $120,000 contract building specifications.  The construction agreementincluded in the initial $120,000 contract building specifications.  The construction agreement
waswaswaswas    amendedamendedamendedamended    forforforfor    thethethethe    salessalessalessales    taxtaxtaxtax    amountamountamountamount    bybybyby    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    andandandand    contractor;contractor;contractor;contractor;    however,however,however,however,
the executive director failed to obtain prior Board approval for the additional expenses.the executive director failed to obtain prior Board approval for the additional expenses.the executive director failed to obtain prior Board approval for the additional expenses.the executive director failed to obtain prior Board approval for the additional expenses.

The Area Agency did not follow its Board procurement policies in obtaining formalThe Area Agency did not follow its Board procurement policies in obtaining formalThe Area Agency did not follow its Board procurement policies in obtaining formalThe Area Agency did not follow its Board procurement policies in obtaining formal
competiticompetiticompetiticompetitive proposals prior to contracting for the purchase of land, in the procuring ofve proposals prior to contracting for the purchase of land, in the procuring ofve proposals prior to contracting for the purchase of land, in the procuring ofve proposals prior to contracting for the purchase of land, in the procuring of
constructionconstructionconstructionconstruction    servicesservicesservicesservices    andandandand    inininin    realtyrealtyrealtyrealty    services.services.services.services.  Also, the procurement of construction  Also, the procurement of construction  Also, the procurement of construction  Also, the procurement of construction
servicesservicesservicesservices    waswaswaswas    delegateddelegateddelegateddelegated    totototo    anananan    outsideoutsideoutsideoutside    organization,organization,organization,organization,    ratherratherratherrather    thanthanthanthan    issuingissuingissuingissuing    requestrequestrequestrequest    forforforfor    bidsbidsbidsbids    bybybyby
the Area Agency.the Area Agency.the Area Agency.the Area Agency.

WeWeWeWe    werewerewerewere    unableunableunableunable    totototo    locatelocatelocatelocate    documentationdocumentationdocumentationdocumentation    whereinwhereinwhereinwherein    thethethethe    BoardBoardBoardBoard    approvedapprovedapprovedapproved    thethethethe    realtorrealtorrealtorrealtor    contract,contract,contract,contract,
construction contract, or approved payment of the $7,650 sales tax. construction contract, or approved payment of the $7,650 sales tax. construction contract, or approved payment of the $7,650 sales tax. construction contract, or approved payment of the $7,650 sales tax. 

TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    usedusedusedused    fiduciaryfiduciaryfiduciaryfiduciary    fundsfundsfundsfunds    designateddesignateddesignateddesignated    forforforfor    reimbursement to servicereimbursement to servicereimbursement to servicereimbursement to service    providerproviderproviderprovider
organizations toorganizations toorganizations toorganizations to    paypaypaypay    the contractor for building construction.  The excess funds resultedthe contractor for building construction.  The excess funds resultedthe contractor for building construction.  The excess funds resultedthe contractor for building construction.  The excess funds resulted
fromfromfromfrom    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    drawingdrawingdrawingdrawing    downdowndowndown    moremoremoremore    fundsfundsfundsfunds    fromfromfromfrom    thethethethe    SAOASAOASAOASAOA    thanthanthanthan    thethethethe    actualactualactualactual
disbursement made to service providers.  The Office of Management and Budget (OMB)disbursement made to service providers.  The Office of Management and Budget (OMB)disbursement made to service providers.  The Office of Management and Budget (OMB)disbursement made to service providers.  The Office of Management and Budget (OMB)
circularcircularcircularcircular    A-110A-110A-110A-110    SubpartSubpartSubpartSubpart    C,C,C,C,    SectionSectionSectionSection    22,22,22,22,    Payment,Payment,Payment,Payment,    statesstatesstatesstates    thatthatthatthat    thethethethe    paypaypaypayment method shallment method shallment method shallment method shall
minimizeminimizeminimizeminimize    thethethethe    timetimetimetime    elapsingelapsingelapsingelapsing    betweenbetweenbetweenbetween    thethethethe    transfertransfertransfertransfer    ofofofof    fundsfundsfundsfunds    fromfromfromfrom    thethethethe    UnitedUnitedUnitedUnited    StatesStatesStatesStates    TreasuryTreasuryTreasuryTreasury
andandandand    thethethethe    issuanceissuanceissuanceissuance    orororor    redemptionredemptionredemptionredemption    ofofofof    checkscheckscheckschecks    orororor    warrantswarrantswarrantswarrants    bybybyby    thethethethe    recipients.recipients.recipients.recipients.  The circular also  The circular also  The circular also  The circular also
imposes the same requirements for the pass through funds to  subrecipients.imposes the same requirements for the pass through funds to  subrecipients.imposes the same requirements for the pass through funds to  subrecipients.imposes the same requirements for the pass through funds to  subrecipients.

TheTheTheThe    BoaBoaBoaBoard used $15,306 from their fund balance for the down payment, we are questioning therd used $15,306 from their fund balance for the down payment, we are questioning therd used $15,306 from their fund balance for the down payment, we are questioning therd used $15,306 from their fund balance for the down payment, we are questioning the
accuracyaccuracyaccuracyaccuracy    ofofofof    thethethethe    fundfundfundfund    balancebalancebalancebalance    andandandand    believebelievebelievebelieve    thatthatthatthat    itititit    isisisis    overstated.overstated.overstated.overstated.  In a subsequent finding we  In a subsequent finding we  In a subsequent finding we  In a subsequent finding we
concluded that the Area Agency did not have sufficient funds available for the down paymentconcluded that the Area Agency did not have sufficient funds available for the down paymentconcluded that the Area Agency did not have sufficient funds available for the down paymentconcluded that the Area Agency did not have sufficient funds available for the down payment
to purchase land.to purchase land.to purchase land.to purchase land.

The Area Agency expensed someThe Area Agency expensed someThe Area Agency expensed someThe Area Agency expensed some    itemsitemsitemsitems    thatthatthatthat    shouldshouldshouldshould    havehavehavehave    beenbeenbeenbeen    capitalized,capitalized,capitalized,capitalized,    asasasas    a result thea result thea result thea result the
generalgeneralgeneralgeneral    ledger-fixedledger-fixedledger-fixedledger-fixed    assassassasset building account is understated and operating costs areet building account is understated and operating costs areet building account is understated and operating costs areet building account is understated and operating costs are
overstated by $5,992 (See Exhibit C).overstated by $5,992 (See Exhibit C).overstated by $5,992 (See Exhibit C).overstated by $5,992 (See Exhibit C).

RecommendationRecommendationRecommendationRecommendation

TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    complycomplycomplycomply    withwithwithwith    itsitsitsits    BoardBoardBoardBoard    policiespoliciespoliciespolicies    andandandand    allallallall    otherotherotherother    applicableapplicableapplicableapplicable    lawslawslawslaws    inininin    thethethethe
procurementprocurementprocurementprocurement    ofofofof    goodsgoodsgoodsgoods    andandandand    services.services.services.services.  All major contracts and agreements be formally  All major contracts and agreements be formally  All major contracts and agreements be formally  All major contracts and agreements be formally
approvedapprovedapprovedapproved    bybybyby    thethethethe    Board,Board,Board,Board,    signedsignedsignedsigned    bybybyby the Chairman of the Board and be incorporated in the the Chairman of the Board and be incorporated in the the Chairman of the Board and be incorporated in the the Chairman of the Board and be incorporated in the
minutes of the board meetings as an official record of the Area Agency.minutes of the board meetings as an official record of the Area Agency.minutes of the board meetings as an official record of the Area Agency.minutes of the board meetings as an official record of the Area Agency.

TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    nevernevernevernever    useuseuseuse    flow-throughflow-throughflow-throughflow-through    moniesmoniesmoniesmonies    forforforfor    serviceserviceserviceservice    providersprovidersprovidersproviders    forforforfor    otherotherotherother    thanthanthanthan    theretheretherethere
inteinteinteintended purpose.  The Area Agency should only request reimbursement of actualnded purpose.  The Area Agency should only request reimbursement of actualnded purpose.  The Area Agency should only request reimbursement of actualnded purpose.  The Area Agency should only request reimbursement of actual
expenditures as indicated expenditures as indicated expenditures as indicated expenditures as indicated NEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGINGNEW MEXICO STATE AGENCY ON AGING
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onononon    thethethethe    monthlymonthlymonthlymonthly    SA-1SA-1SA-1SA-1    reportsreportsreportsreports    andandandand    asasasas    requiredrequiredrequiredrequired    bybybyby    thethethethe    OMBOMBOMBOMB    circularcircularcircularcircular    A-110,A-110,A-110,A-110,    SubpartSubpartSubpartSubpart    C,C,C,C,    SectionSectionSectionSection
22.22.22.22.

TheTheTheThe    SAOASAOASAOASAOA    determinedeterminedeterminedetermine    ifififif    thethethethe    landlandlandland    andandandand    buildingbuildingbuildingbuilding    costscostscostscosts    areareareare    reasonablereasonablereasonablereasonable    andandandand    allowableallowableallowableallowable    chargeschargeschargescharges
totototo    thethethethe    grant.grant.grant.grant.  OMB circular A-122, cost principles for non-profit organizations must be  OMB circular A-122, cost principles for non-profit organizations must be  OMB circular A-122, cost principles for non-profit organizations must be  OMB circular A-122, cost principles for non-profit organizations must be
followedfollowedfollowedfollowed    inininin    determiningdeterminingdeterminingdetermining    allowabilityallowabilityallowabilityallowability    ofofofof    costs.costs.costs.costs.  OMB Circular A-110 Subpart C Sections 30,  OMB Circular A-110 Subpart C Sections 30,  OMB Circular A-110 Subpart C Sections 30,  OMB Circular A-110 Subpart C Sections 30,
31313131    andandandand    32323232    setssetssetssets    forthforthforthforth    uniformuniformuniformuniform    standardsstandardsstandardsstandards    governinggoverninggoverninggoverning    thethethethe    managementmanagementmanagementmanagement    andandandand    dispositiondispositiondispositiondisposition    ofofofof
property furnished by the federal property furnished by the federal property furnished by the federal property furnished by the federal 
governmentgovernmentgovernmentgovernment    werewerewerewere    costcostcostcost    areareareare    chargedchargedchargedcharged    totototo    aaaa    projectprojectprojectproject    supportedsupportedsupportedsupported    bybybyby    aaaa    federalfederalfederalfederal    award.award.award.award.  Each federal  Each federal  Each federal  Each federal
awardingawardingawardingawarding    agencyagencyagencyagency    shallshallshallshall    prescribeprescribeprescribeprescribe    requirementsrequirementsrequirementsrequirements    forforforfor    thethethethe    useuseuseuse    andandandand    dispositiondispositiondispositiondisposition    ofofofof    realrealrealreal    propertypropertypropertyproperty
acquired in whole or in part under awards.acquired in whole or in part under awards.acquired in whole or in part under awards.acquired in whole or in part under awards.

TheTheTheThe    SAOASAOASAOASAOA    referreferreferrefer    thethethethe    possiblepossiblepossiblepossible    violationviolationviolationviolation    ofofofof    thethethethe    StateStateStateState    ProcuremenProcuremenProcuremenProcurement Code to the Districtt Code to the Districtt Code to the Districtt Code to the District
AttorneyAttorneyAttorneyAttorney    and/orand/orand/orand/or    FederalFederalFederalFederal    AuthorityAuthorityAuthorityAuthority    forforforfor    furtherfurtherfurtherfurther    investigation.investigation.investigation.investigation.  The SAOA indicated that they  The SAOA indicated that they  The SAOA indicated that they  The SAOA indicated that they
verballyverballyverballyverbally    requestedrequestedrequestedrequested    thethethethe    federalfederalfederalfederal    agencyagencyagencyagency    totototo    performperformperformperform    anananan    auditauditauditaudit    andandandand    investiinvestiinvestiinvestiggggation.ation.ation.ation.  We  We  We  We
recommendrecommendrecommendrecommend    thatthatthatthat    thethethethe    SAOASAOASAOASAOA    referreferreferrefer    thisthisthisthis    mattermattermattermatter    in writing to the federalin writing to the federalin writing to the federalin writing to the federal    regionalregionalregionalregional    officeofficeofficeoffice    andandandand
request a federal audit and investigation of the Area Agency.request a federal audit and investigation of the Area Agency.request a federal audit and investigation of the Area Agency.request a federal audit and investigation of the Area Agency.

AllAllAllAll    majormajormajormajor    capitalcapitalcapitalcapital    expendituresexpendituresexpendituresexpenditures    requestedrequestedrequestedrequested    bybybyby    thethethethe    AreaAreaAreaArea    Agency,Agency,Agency,Agency,    bebebebe    approvedapprovedapprovedapproved    bybybyby    thethethethe    grantinggrantinggrantinggranting
agency,agency,agency,agency, and major equipment and construction projects be funded by requesting funding and major equipment and construction projects be funded by requesting funding and major equipment and construction projects be funded by requesting funding and major equipment and construction projects be funded by requesting funding
from the legislature.from the legislature.from the legislature.from the legislature.

AdjustAdjustAdjustAdjust    thethethethe    gengengengeneral ledger to reflect appropriate land and building costs and reduceeral ledger to reflect appropriate land and building costs and reduceeral ledger to reflect appropriate land and building costs and reduceeral ledger to reflect appropriate land and building costs and reduce
operating expenses by the same amount.operating expenses by the same amount.operating expenses by the same amount.operating expenses by the same amount.

Lack of Adequate SAOA OversightLack of Adequate SAOA OversightLack of Adequate SAOA OversightLack of Adequate SAOA Oversight

ThreeThreeThreeThree    auditauditauditaudit    reportsreportsreportsreports    ofofofof    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    providedprovidedprovidedprovided    totototo    usususus    forforforfor    thethethethe    periodperiodperiodperiod    ofofofof    JuneJuneJuneJune    30,199430,199430,199430,1994    totototo    JuneJuneJuneJune
30, 1996, and the financial statements of the Area Agency for June 30, 1997, indicate a balance30, 1996, and the financial statements of the Area Agency for June 30, 1997, indicate a balance30, 1996, and the financial statements of the Area Agency for June 30, 1997, indicate a balance30, 1996, and the financial statements of the Area Agency for June 30, 1997, indicate a balance
inininin    thethethethe    DueDueDueDue    totototo    StateStateStateState    accounaccounaccounaccount. According to the executive director, this balance has never beent. According to the executive director, this balance has never beent. According to the executive director, this balance has never beent. According to the executive director, this balance has never been
requested for remittance by the SAOA. requested for remittance by the SAOA. requested for remittance by the SAOA. requested for remittance by the SAOA. 

TheTheTheThe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    hadhadhadhad    inininin    itsitsitsits    areaareaareaarea    planplanplanplan    aaaa    budgetbudgetbudgetbudget    worksheetworksheetworksheetworksheet    whichwhichwhichwhich    includedincludedincludedincluded    $23,844$23,844$23,844$23,844    budgetbudgetbudgetbudget    forforforfor
rent.rent.rent.rent.  In prior fiscal years, the same budget for this category was $5,184.  The area plan was  In prior fiscal years, the same budget for this category was $5,184.  The area plan was  In prior fiscal years, the same budget for this category was $5,184.  The area plan was  In prior fiscal years, the same budget for this category was $5,184.  The area plan was
approved by the SAOA.approved by the SAOA.approved by the SAOA.approved by the SAOA.

TheTheTheThe    BoardBoardBoardBoard    minutesminutesminutesminutes    dateddateddateddated    AprilAprilAprilApril    22222222, 1997, indicate that the executive director received, 1997, indicate that the executive director received, 1997, indicate that the executive director received, 1997, indicate that the executive director received
directiondirectiondirectiondirection    fromfromfromfrom    thethethethe    BoardBoardBoardBoard    totototo look into a long-term employment contract that would be look into a long-term employment contract that would be look into a long-term employment contract that would be look into a long-term employment contract that would be
satisfactorysatisfactorysatisfactorysatisfactory    totototo    tttthe Board, the SAOA and himself.  According to the Board minutes datedhe Board, the SAOA and himself.  According to the Board minutes datedhe Board, the SAOA and himself.  According to the Board minutes datedhe Board, the SAOA and himself.  According to the Board minutes dated
JuneJuneJuneJune    23,23,23,23,    1997,1997,1997,1997,    thethethethe    AreaAreaAreaArea    Agency had notAgency had notAgency had notAgency had not    receivedreceivedreceivedreceived    aaaa    responseresponseresponseresponse    fromfromfromfrom    thethethethe    SAOASAOASAOASAOA    regardingregardingregardingregarding    thisthisthisthis
request.  However, the SAOArequest.  However, the SAOArequest.  However, the SAOArequest.  However, the SAOA    indicatedindicatedindicatedindicated    thatthatthatthat    thethethethe    BoardBoardBoardBoard    waswaswaswas    verballyverballyverballyverbally    discouraged to enterdiscouraged to enterdiscouraged to enterdiscouraged to enter
into a long-term employment contract.into a long-term employment contract.into a long-term employment contract.into a long-term employment contract.
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RecommendationRecommendationRecommendationRecommendation

TheTheTheThe    SAOASAOASAOASAOA    workworkworkwork    withwithwithwith    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    totototo    determinedeterminedeterminedetermine    thethethethe    accurateaccurateaccurateaccurate    amountamountamountamount    duedueduedue    thethethethe    statestatestatestate    andandandand
remitremitremitremit    thatthatthatthat    amountamountamountamount    backbackbackback    totototo    thethethethe    state.state.state.state.  The SAOA use due diligence in the review and approval  The SAOA use due diligence in the review and approval  The SAOA use due diligence in the review and approval  The SAOA use due diligence in the review and approval
ofofofof    thethethethe    areaareaareaarea    planplanplanplan    submittedsubmittedsubmittedsubmitted    bybybyby    thethethethe    AreaAreaAreaArea    Agency.Agency.Agency.Agency.  The SAOA use due diligence to monitor and  The SAOA use due diligence to monitor and  The SAOA use due diligence to monitor and  The SAOA use due diligence to monitor and
reviewreviewreviewreview    thethethethe    operationsoperationsoperationsoperations    ofofofof    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    totototo    determinedeterminedeterminedetermine    compliancecompliancecompliancecompliance    withwithwithwith    thethethethe    approvedapprovedapprovedapproved    areaareaareaarea
plan.plan.plan.plan.  Furthermore, there should be written communication between the SAOA and the Area  Furthermore, there should be written communication between the SAOA and the Area  Furthermore, there should be written communication between the SAOA and the Area  Furthermore, there should be written communication between the SAOA and the Area
Agency dealing with the Agency dealing with the Agency dealing with the Agency dealing with the 
long-termlong-termlong-termlong-term    employmentemploymentemploymentemployment    contractcontractcontractcontract    andandandand    otherotherotherother    programprogramprogramprogram    administrationadministrationadministrationadministration    issues.issues.issues.issues.  SAOA should  SAOA should  SAOA should  SAOA should
havehavehavehave    knowledgeknowledgeknowledgeknowledge    ofofofof    actionsactionsactionsactions    takentakentakentaken    bybybyby    thethethethe    AreaAreaAreaArea    Agency’sAgency’sAgency’sAgency’s    BoardBoardBoardBoard    andandandand    thethethethe    activitiesactivitiesactivitiesactivities    performedperformedperformedperformed
by its management to prevent or diminish disputes over allowable program costs.by its management to prevent or diminish disputes over allowable program costs.by its management to prevent or diminish disputes over allowable program costs.by its management to prevent or diminish disputes over allowable program costs.
    
Incorrect Fund BalanceIncorrect Fund BalanceIncorrect Fund BalanceIncorrect Fund Balance

TheTheTheThe    methodmethodmethodmethod    usedusedusedused    bybybyby    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    totototo    computecomputecomputecompute    interestinterestinterestinterest    isisisis    inappropriate.inappropriate.inappropriate.inappropriate.  Currently, the  Currently, the  Currently, the  Currently, the
AreaAreaAreaArea    Agency’sAgency’sAgency’sAgency’s    interestinterestinterestinterest    computationscomputationscomputationscomputations    areareareare    basedbasedbasedbased    onononon    thethethethe    AreaAreaAreaArea    Agency’sAgency’sAgency’sAgency’s    fundfundfundfund    balancebalancebalancebalance    andandandand    thethethethe
balancesbalancesbalancesbalances    inininin    threethreethreethree    liabilityliabilityliabilityliability    accounts.accounts.accounts.accounts.  The inclusion of balances of the liability accounts by  The inclusion of balances of the liability accounts by  The inclusion of balances of the liability accounts by  The inclusion of balances of the liability accounts by
thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    inininin    itsitsitsits    interestinterestinterestinterest    computationcomputationcomputationcomputation    isisisis    inappropriate.inappropriate.inappropriate.inappropriate.  All monies deposited with  All monies deposited with  All monies deposited with  All monies deposited with
itsitsitsits    bank,bank,bank,bank,    exceptexceptexceptexcept    forforforfor    donations,donations,donations,donations,    belongbelongbelongbelong    totototo    thethethethe    grantinggrantinggrantinggranting    agencyagencyagencyagency    untiluntiluntiluntil    suchsuchsuchsuch    timetimetimetime    thatthatthatthat    thethethethe    check,check,check,check,
wwwwarrant or other instrument of payment has cleared the bank of the sub-recipient.arrant or other instrument of payment has cleared the bank of the sub-recipient.arrant or other instrument of payment has cleared the bank of the sub-recipient.arrant or other instrument of payment has cleared the bank of the sub-recipient.
Therefore, interest earned on liability accounts does not belong to the Area Agency but mustTherefore, interest earned on liability accounts does not belong to the Area Agency but mustTherefore, interest earned on liability accounts does not belong to the Area Agency but mustTherefore, interest earned on liability accounts does not belong to the Area Agency but must
be returned to the SAOA.be returned to the SAOA.be returned to the SAOA.be returned to the SAOA.

Notwithstanding incorrect interest calculations, for the past several years the Area AgencyNotwithstanding incorrect interest calculations, for the past several years the Area AgencyNotwithstanding incorrect interest calculations, for the past several years the Area AgencyNotwithstanding incorrect interest calculations, for the past several years the Area Agency
hashashashas    accumulatedaccumulatedaccumulatedaccumulated    aaaa    substantialsubstantialsubstantialsubstantial    fundfundfundfund    balance.balance.balance.balance.  The accumulation is due in a large part to the  The accumulation is due in a large part to the  The accumulation is due in a large part to the  The accumulation is due in a large part to the
interest interest interest interest 
earnedearnedearnedearned    onononon    bankbankbankbank    accountsaccountsaccountsaccounts    andandandand    programprogramprogramprogram    income.income.income.income.  For the most part, these bank accounts for  For the most part, these bank accounts for  For the most part, these bank accounts for  For the most part, these bank accounts for
whichwhichwhichwhich    thethethethe    interestinterestinterestinterest    hashashashas    accrued,accrued,accrued,accrued,    consistconsistconsistconsist    ofofofof    fundsfundsfundsfunds    passedpassedpassedpassed    downdowndowndown    totototo    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    fromfromfromfrom    thethethethe
authorizingauthorizingauthorizingauthorizing    oversightoversightoversightoversight    agency,agency,agency,agency,    thethethethe    SAOA.SAOA.SAOA.SAOA.  According to OMB Circular A-110, Sub-part C,  According to OMB Circular A-110, Sub-part C,  According to OMB Circular A-110, Sub-part C,  According to OMB Circular A-110, Sub-part C,
Section 22, paragraph (l), a sub-recipient must remit back to the issuing agency any interestSection 22, paragraph (l), a sub-recipient must remit back to the issuing agency any interestSection 22, paragraph (l), a sub-recipient must remit back to the issuing agency any interestSection 22, paragraph (l), a sub-recipient must remit back to the issuing agency any interest
earnedearnedearnedearned    onononon    federalfederalfederalfederal    fundsfundsfundsfunds    annually.annually.annually.annually.  The Area Agency indicates that $4,680 of the fund balance  The Area Agency indicates that $4,680 of the fund balance  The Area Agency indicates that $4,680 of the fund balance  The Area Agency indicates that $4,680 of the fund balance
isisisis    locallocallocallocal    contractcontractcontractcontract    revenuerevenuerevenuerevenue    (See(See(See(See    ExhibitExhibitExhibitExhibit    C).C).C).C).  According to the executive director, these were  According to the executive director, these were  According to the executive director, these were  According to the executive director, these were
surplus funds from a contract between Area Agency and Dona Ana County.  However, Sectionsurplus funds from a contract between Area Agency and Dona Ana County.  However, Sectionsurplus funds from a contract between Area Agency and Dona Ana County.  However, Sectionsurplus funds from a contract between Area Agency and Dona Ana County.  However, Section
1111    ofofofof    thethethethe    contractcontractcontractcontract    requiresrequiresrequiresrequires    surplussurplussurplussurplus    fundsfundsfundsfunds    onononon    hand,hand,hand,hand,    ifififif    any,any,any,any,    totototo    bebebebe    returnedreturnedreturnedreturned    inininin    proportionproportionproportionproportion    totototo    thethethethe
contributionscontributionscontributionscontributions    made.made.made.made.  Hence, the fund balance includes monies not belonging to the Area  Hence, the fund balance includes monies not belonging to the Area  Hence, the fund balance includes monies not belonging to the Area  Hence, the fund balance includes monies not belonging to the Area
AgencyAgencyAgencyAgency    but to the granting agencies.  The composition ofbut to the granting agencies.  The composition ofbut to the granting agencies.  The composition ofbut to the granting agencies.  The composition of    thethethethe    fundfundfundfund    balancebalancebalancebalance    shouldshouldshouldshould    onlyonlyonlyonly    bebebebe
donations and the interest earned on those donations.  Therefore, the fund balance isdonations and the interest earned on those donations.  Therefore, the fund balance isdonations and the interest earned on those donations.  Therefore, the fund balance isdonations and the interest earned on those donations.  Therefore, the fund balance is
overstatedoverstatedoverstatedoverstated    anananand the amount due to the state and Dona Ana County is understated in thed the amount due to the state and Dona Ana County is understated in thed the amount due to the state and Dona Ana County is understated in thed the amount due to the state and Dona Ana County is understated in the
financial statements of the Area Agency.financial statements of the Area Agency.financial statements of the Area Agency.financial statements of the Area Agency.
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OurOurOurOur    analysisanalysisanalysisanalysis    ofofofof    thethethethe    AreaAreaAreaArea    Agency’sAgency’sAgency’sAgency’s    fundfundfundfund    balancebalancebalancebalance    indicateindicateindicateindicate    thatthatthatthat    thethethethe    AAAArea Agency may haverea Agency may haverea Agency may haverea Agency may have
seriousseriousseriousserious    financialfinancialfinancialfinancial    problemsproblemsproblemsproblems assuming the SAOA disallows previously questioned costs.  The assuming the SAOA disallows previously questioned costs.  The assuming the SAOA disallows previously questioned costs.  The assuming the SAOA disallows previously questioned costs.  The
following would be the fund deficit as of June 30, 1997:following would be the fund deficit as of June 30, 1997:following would be the fund deficit as of June 30, 1997:following would be the fund deficit as of June 30, 1997:

Fund balance as of 6/30/96Fund balance as of 6/30/96Fund balance as of 6/30/96Fund balance as of 6/30/96 $17,103$17,103$17,103$17,103
Less:Less:Less:Less:

Return of surplus funds to theReturn of surplus funds to theReturn of surplus funds to theReturn of surplus funds to the
Dona Ana CountyDona Ana CountyDona Ana CountyDona Ana County  (4,680) (4,680) (4,680) (4,680)

Disallowed interest cost due to notDisallowed interest cost due to notDisallowed interest cost due to notDisallowed interest cost due to not
obtaining prior approval and notobtaining prior approval and notobtaining prior approval and notobtaining prior approval and not
following procurement codefollowing procurement codefollowing procurement codefollowing procurement code  (6,250) (6,250) (6,250) (6,250)

Disallowed depreciation over Disallowed depreciation over Disallowed depreciation over Disallowed depreciation over 
principal paymentsprincipal paymentsprincipal paymentsprincipal payments  (1,853) (1,853) (1,853) (1,853)     

Disallowed vehicle replacementDisallowed vehicle replacementDisallowed vehicle replacementDisallowed vehicle replacement
fundfundfundfund  (2,528) (2,528) (2,528) (2,528)

Disallowance of capitalDisallowance of capitalDisallowance of capitalDisallowance of capital
expenditure charged to grantexpenditure charged to grantexpenditure charged to grantexpenditure charged to grant
fundsfundsfundsfunds  (5,992) (5,992) (5,992) (5,992)

Purchase of real estatePurchase of real estatePurchase of real estatePurchase of real estate                            (15,306)                           (15,306)                           (15,306)                           (15,306)

Interest income reallocation*Interest income reallocation*Interest income reallocation*Interest income reallocation*    (698)   (698)   (698)   (698)
Add:Add:Add:Add:

Donations FY97Donations FY97Donations FY97Donations FY97   1,568  1,568  1,568  1,568
25% Interest FY97*25% Interest FY97*25% Interest FY97*25% Interest FY97*      283     283     283     283

Adjusted fund deficit 6/30/97Adjusted fund deficit 6/30/97Adjusted fund deficit 6/30/97Adjusted fund deficit 6/30/97                                                                                                     ($18,353)($18,353)($18,353)($18,353)

*The*The*The*The    fundfundfundfund    bbbbalance amount is based on information available.  The interest incomealance amount is based on information available.  The interest incomealance amount is based on information available.  The interest incomealance amount is based on information available.  The interest income
reallocationreallocationreallocationreallocation    aaaamount is an estimate.  Actual amounts will be determined when the Areamount is an estimate.  Actual amounts will be determined when the Areamount is an estimate.  Actual amounts will be determined when the Areamount is an estimate.  Actual amounts will be determined when the Area
Agency and SAOA recompute the fund balance amount.Agency and SAOA recompute the fund balance amount.Agency and SAOA recompute the fund balance amount.Agency and SAOA recompute the fund balance amount.
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RecommendationRecommendationRecommendationRecommendation

Fiscal personnel from the Area Agency, the SAOA, and an independent contract auditor workFiscal personnel from the Area Agency, the SAOA, and an independent contract auditor workFiscal personnel from the Area Agency, the SAOA, and an independent contract auditor workFiscal personnel from the Area Agency, the SAOA, and an independent contract auditor work
togethertogethertogethertogether    totototo    determinedeterminedeterminedetermine    thethethethe    actualactualactualactual    fundfundfundfund    balancebalancebalancebalance    ofofofof    thethethethe    AreaAreaAreaArea    Agency.Agency.Agency.Agency.  Only donations received  Only donations received  Only donations received  Only donations received
andandandand    thethethethe    interestinterestinterestinterest    earnedearnedearnedearned    onononon    thosethosethosethose    donationsdonationsdonationsdonations    shouldshouldshouldshould    bebebebe    included.included.included.included.  The interest earned should  The interest earned should  The interest earned should  The interest earned should
bebebebe    re-calculatedre-calculatedre-calculatedre-calculated    totototo    adequatelyadequatelyadequatelyadequately    reflectreflectreflectreflect    thatthatthatthat    amountamountamountamount    thatthatthatthat    isisisis    actuallyactuallyactuallyactually    duedueduedue    thethethethe    statestatestatestate    andandandand    DonaDonaDonaDona
AnaAnaAnaAna    county.county.county.county.  Once a final dollar figure has been determined, that amount should be remitted  Once a final dollar figure has been determined, that amount should be remitted  Once a final dollar figure has been determined, that amount should be remitted  Once a final dollar figure has been determined, that amount should be remitted
immediatelyimmediatelyimmediatelyimmediately    totototo    thethethethe    SAOASAOASAOASAOA    bybybyby    thethethethe    AreaAreaAreaArea    Agency.Agency.Agency.Agency.  Also, the Area Agency, comply with the  Also, the Area Agency, comply with the  Also, the Area Agency, comply with the  Also, the Area Agency, comply with the
contcontcontcontract terms with Dona Ana county, and return surplus  funds in proportion to theract terms with Dona Ana county, and return surplus  funds in proportion to theract terms with Dona Ana county, and return surplus  funds in proportion to theract terms with Dona Ana county, and return surplus  funds in proportion to the
contributionscontributionscontributionscontributions    made.made.made.made.  Finally, the SAOA determine the financial viability of the Area Agency  Finally, the SAOA determine the financial viability of the Area Agency  Finally, the SAOA determine the financial viability of the Area Agency  Finally, the SAOA determine the financial viability of the Area Agency
and its ability to provide services in PSA4 area.and its ability to provide services in PSA4 area.and its ability to provide services in PSA4 area.and its ability to provide services in PSA4 area.

Surety Bond CoverageSurety Bond CoverageSurety Bond CoverageSurety Bond Coverage

OurOurOurOur    reviewreviewreviewreview    andandandand    inquiryinquiryinquiryinquiry    ofofofof    thethethethe    executiveexecutiveexecutiveexecutive    directordirectordirectordirector    indicatedindicatedindicatedindicated    thatthatthatthat    thethethethe    AreaAreaAreaArea    AgencyAgencyAgencyAgency    doesdoesdoesdoes    notnotnotnot
have surety bond coverage as required by its bylaws.have surety bond coverage as required by its bylaws.have surety bond coverage as required by its bylaws.have surety bond coverage as required by its bylaws.

SectionSectionSectionSection    4.04,4.04,4.04,4.04,    SuretySuretySuretySurety    Bonds,Bonds,Bonds,Bonds,    ofofofof    ArticleArticleArticleArticle    IVIVIVIV    ofofofof    thethethethe    ByByByBylaws of the Area Agency  requires alllaws of the Area Agency  requires alllaws of the Area Agency  requires alllaws of the Area Agency  requires all
officers and those members of the Board of Directors designated as check co-signers obtainofficers and those members of the Board of Directors designated as check co-signers obtainofficers and those members of the Board of Directors designated as check co-signers obtainofficers and those members of the Board of Directors designated as check co-signers obtain
aaaa    bondbondbondbond    inininin    suchsuchsuchsuch    sumssumssumssums    andandandand    withwithwithwith    suchsuchsuchsuch    suretysuretysuretysurety    asasasas    thethethethe    BoardBoardBoardBoard    deemsdeemsdeemsdeems    acceptable,acceptable,acceptable,acceptable,    conditionedconditionedconditionedconditioned    uponuponuponupon
thethethethe    faithfulfaithfulfaithfulfaithful    performanceperformanceperformanceperformance    ofofofof    allallallall    dutiesdutiesdutiesduties    totototo    thethethethe    Corporation,Corporation,Corporation,Corporation,    includingincludingincludingincluding    responsibiresponsibiresponsibiresponsibility forlity forlity forlity for
negligencenegligencenegligencenegligence    andandandand    forforforfor    thethethethe    accountingaccountingaccountingaccounting    forforforfor    allallallall    assetsassetsassetsassets    ofofofof    thethethethe    CorporationCorporationCorporationCorporation    whichwhichwhichwhich    maymaymaymay    comecomecomecome    intointointointo    thethethethe
possessionpossessionpossessionpossession    ofofofof    suchsuchsuchsuch    officerofficerofficerofficer    orororor    BoardBoardBoardBoard    member.member.member.member.  The minimum surety bond required by bylaws  The minimum surety bond required by bylaws  The minimum surety bond required by bylaws  The minimum surety bond required by bylaws
is $500,000.is $500,000.is $500,000.is $500,000.

RecommendationRecommendationRecommendationRecommendation

It is recommended that the Area Agency comply with the surety bond coverage policy statedIt is recommended that the Area Agency comply with the surety bond coverage policy statedIt is recommended that the Area Agency comply with the surety bond coverage policy statedIt is recommended that the Area Agency comply with the surety bond coverage policy stated
in its Bylaws.in its Bylaws.in its Bylaws.in its Bylaws.
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EXHIBITSEXHIBITSEXHIBITSEXHIBITS
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